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NEWS RELEASE DECEMBER 21, 2006
Not for distribution to U.S. newswire services or for dissemination in the United States.
UNIVERSAL ENERGY GROUP LTD. FILES PRELIMINARY PROSPECTUS

Toronto, Ontario - Universal Energy Group Ltd. ("Universal Energy Group”) is pleased to announce that
it has filed a preliminary prospectus with the securities regulatory authorities in each of the provinces and
territories of Canada in connection with a proposed initial public offering of its common shares. In
connection with the closing of the offering, Universal Energy Group will acquire all of the issued and
outstanding shares of Universal Energy Corporation {"Universal Energy”) and Terra Grain Fuels
Holdings Inc. ("Terra Grain Fuels").

Universal Energy sells electricity and natural gas in Ontario to residential, small to mid-size commercial
and small industrial customers and sells natural gas in Michigan to small to mid-size commercial and
small industrial customers.

Terra Grain Fuels is constructing an ethanol facility near Belle Plaine, Saskatchewan that is designed to
produce approximately 150 million litres of ethanol annually. The facility is scheduled to commence
operations by the end of 2007.

The underwriting syndicate for the offering is led by National Bank Financial Inc. and includes CIBC
World Markets Inc., GMP Securities L.P, and HSBC Securities (Canada) Inc.

A copy of Universal Energy Group's preliminary prospectus is available on SEDAR (www sedar.com).

The common shares offered have not been, and will not be, registered under the United States Securities
Act of 1933, as amended, and may not be offered or sold in the United States absent registration or any
applicable exemption from the registration requirement of such Act. This press release shall not
constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the common
shares in any jurisdiction in which such offer, solicitation or sale would be unlawful.

For further information, please contact:

Mark L. Silver Tim J. LaFrance

President, Electricity and Gas Marketing President, Terra Grain Fuels
Universal Energy Group Ltd. Universal Energy Group Ltd.
marksilverfZorogers.blackberry.net timl@terragrains.ca

(416) 918-3385 (403) 262-8182

GAOG400ND00 1\Press Release re Prelimin (01) (5).doc rs



NEWS RELEASE January 29, 2007
Not for distribution to U.S. newswire services or for dissemination in the United States.

UNIVERSAL ENERGY GROUP LTD. FILES FINAL PROSPECTUS
FOR $125 MILLION INITIAL PUBLIC OFFERING

Toronto, Ontario - Universal Energy Group Litd. ("Universal Energy Group") is pleased to announce that
it has filed a final prospectus with the securities regulatory authorities in each of the provinces and
territories of Canada in connection with Universal Energy Group's initial public offering of its common
shares. Universal Energy Group will issue 11,363,637 common shares at $11.00 per common share for
gross proceeds of $125,000,007. Universal Energy Group has also granted the underwriters an option
(exercisable within 30 days of closing) to purchase up to an additional 1,704,546 common shares at
$11.00 per common share for additional gross proceeds of up to $18,750,006. Closing is scheduled for
February 2, 2007. The Toronto Stock Exchange (the "TSX") has conditionally approved the listing of the
common shares under the symbol "UEG", subject to Universal Energy Group satisfying the customary
requirements of the TSX.

In connection with the closing of the offering, Universal Energy Group will acquire all of the issued and
outstanding securities of Universal Energy Corporation ("Universal Energy") and Terra Grain Fuels
Holdings Inc. ("Terra Grain Fuels"). Universal Energy sells electricity and natural gas in Ontario to
residential, small to mid-size commercial and small industrial customers and sells natural gas in Michigan
to small to mid-size commercial and small industrial customers. Terra Grain Fuels is constructing an
ethanol facility near Belle Plaine, Saskatchewan that is designed to produce approximately 150 million
litres of ethanol annually. The facility is scheduled to be commissioned and on production in late
December 2007.

The underwriting syndicate for the offering is led by National Bank Financial Inc. and includes CIBC
World Markets Inc., GMP Securities L.P. and HSBC Securities (Canada) Inc.

A copy of Universal Energy Group's final prospectus is available on SEDAR (www.sedar.com).

The common shares offered have not been, and will not be, registered under the United States Securities
Act of 1933, as amended, and may not be offered or sold in the United States absent registration or any
applicable exemption from the registration requirement of such Act. This press release shall not
constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the common
shares in any jurisdiction in which such offer, solicitation or sale would be unlawful.

For further information, please contact:

Mark L. Silver Tim J. LaFrance

President, Electricity and Gas Marketing President, Terra Grain Fuels
Universal Energy Group Ltd. Universal Energy Group Ltd.
marksilver@rogers.blackberry.net timl@terragrains.ca

(416) 918-3385 {403) 262-8182

G:\06400R0001\Press Release re Final (04).doc




NEWS RELEASE February 2, 2007
Not for distribution to U.S. newswire services or for dissemination in the United States.
UNIVERSAL ENERGY GROUP COMPLETES $125 MILLION INITIAL PUBLIC OFFERING

Toronto, Ontario - Universal Energy Group Ltd. {("Universal Energy Group"} is pleased to announce the
successful completion of its initial public offering. Universal Energy Group issued 11,363,637 common
shares at $11.00 per share for gross proceeds of approximately $125 million. Umiversal Energy Group
also granted the underwriters an option {exercisable within 30 days of closing) to purchase up to an
additional 1,704,546 common shares at $11.00 per share for additional gross proceeds of up to
approximately $18.75 million.

At closing, Universal Energy Group acquired all of the issued and outstanding securities of Universal
Energy Corporation ("Universal Energy"} and Terra Grain Fuels Inc. ("Terra Grain Fuels"). Universal
Energy Group sells electricity and natural gas in Ontario (through its subsidiary Universal Energy) to
residential, small to mid-size commercial and small industrial customers and sells natural gas in Michigan
(through its subsidiary Universal Gas & Electric Corporation) to small to mid-size commercial and small
industrial customers. In addition, Universal Energy Group (through its subsidiary Terra Grain Fuels) is
constructing an ethanol facility near Belle Plaine, Saskatchewan that is designed to produce
approximately 150 million litres of ethanol annually. The facility is scheduled to be commisstoned and
on production in late December 2007.

The underwriting syndicate for the offering was led by National Bank Financial Inc. and included CiBC
World Markets Inc., GMP Securities L.P. and HSBC Securities {Canada) Inc.

Universal Energy Group's common shares are listed on the Toronto Stock Exchange under the symbol
"UEG". Additional information about Universal Energy Group and this transaction is available on
SEDAR (www.sedar.com).

The common shares offered have not been, and will not be, registered under the United States Securities
Act of 1933, as amended, and may not be offered or sold in the United States absent registration or an
applicable exemption from the registration requirement of such Act. This press release shall not
constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the common
shares in any jurisdiction in which such offer, solicitation or sale would be unlawful,

For further information, please contact:

Mark L. Silver Tim J. LaFrance

President, Electricity and Gas Marketing President, Terra Grain Fuels
Universal Energy Group Ltd. Universal Energy Group Ltd.
masilver@universalenergy.ca timl@terragrains.ca

(416) 221-9066 (403) 262-8182

GA06400M0001\Press Release re Closing (04).doc



NEWS RELEASE FEBRUARY 2, 2007
Not for distribution to U.8. newswire services or for dissemination in the United States.
MARK SILVER ACQUIRES INTEREST IN UNIVERSAL ENERGY GROUP LTD.

Toronto, Ontario — Mark L. Silver ("Silver") announces that in connection with the closing of the initial
public offering (the "Offering”) of common shares ("Common Shares") of Universal Energy Group Ltd.
{("UEGL"), Silver acquired ownership of 60,404 Common Shares and acquired control over an additional
6,649,313 Common Shares (6,709,717 Common Shares owned or over which control is exercised, in
aggregate). Mr. Silver is a director and the President, Electricity and Gas Marketing of UEGL.

On February 2, 2007, UEGL. announced that it had completed an Offering of 11,363,637 Common Shares
at a price of $11.00 per Common Share for gross proceeds of $125,000,007. On the same day, Shalcor
Management Inc. ("Shalcor"} (a corporation controlled by Silver) acquired ownership of 1,901,663
Common Shares, Silver acquired ownership of 60,404 Common Shares and Silver acquired voting control
{but not registered or beneficial ownership) over 4,900,800 additional Common Shares (6,709,717
Common Shares owned or over which control is exercised, in aggregate). The Common Shares owned by
Shalcor represent approximately 5.2% of the outstanding Common Shares, the Common Shares owned by
Silver represent approximately 0.2% of the outstanding Common Shares, and the Common Shares over
which Silver exercises voting control represent approximately 18.5% of the outstanding Common Shares
{23.7% in aggregate).

Shalcor acquired the Common Shares from treasury pursuant 1o a privale agreement as partial
consideration for transferring its securities of Universal Energy Corporation ("UEC") to UEGL in
connection with UEGL's purchase of all of the issued and outstanding securities of UEC, Silver acquired
42,223 Common Shares from treasury pursuant to a private agreement as partial consideration for
transferring his securities of Terra Grain Fuels Inc. ("TGF") to UEGL in connection with UEGL's
purchase of all of the issued and outstanding securities of TGF and 18,181 Common Shares from treasury
pursuant to the Offering. UEGL acquired all of the issued and outstanding securities of UEC and TGF in
connection with the closing of the Offering. Silver acquired voting control over Common Shares
pursuant to a pooling agrcement entered into in connection with the closing of the Offering and the
aforementioned acquisitions. The Common Shares issued pursuant to the Offering and the Common
Shares acquired by Shalcor and Silver, and over which Silver exercises voling control are listed on the
Toronto Stock Exchange {the "TSX").

Each of Shalcor and Silver may in the future take such actions in respect of its holdings as it may deem
appropriate in light of the circumstances then existing, including the purchase of additional Common
Shares or other securities of UEGL through open market purchases or privately negotiated transactions, or
the sale of all or a portion of its holdings in the open market or in privately negotiated transactions to one
or more purchasers.

For further information, please contact:

Mark Silver

c/o 2500 Sheppard Avenue West, Suite 1600
Toronto, Ontario M2N 686

(416) 673-1162

G:1064005000 1\ Press Release (Early Warning Report - Silver) Final.doc



NEWS RELEASE FEBRUARY 2, 2007
Not for distribution to U.S. newswire services or for dissemination in the United States.

GASCO HOLDINGS INC. AND ALTFUEL STRATEGIC INVESTMENTS LTD.
ACQUIRE INTEREST IN UNIVERSAL ENERGY GROUP LTD.

Toronto, Ontario — Gasco Holdings Inc. ("Gasco™) and Altfuel Strategic Investments Ltd. ("Altfuel”)
announce that in connection with the closing of the initial public offering (the "Offering") of common
shares ("Common Shares") of Universal Energy Group Ltd. ("UEGL"), Gasco and Altfuel acquired
ownership of 4,109,474 Common Shares and 2,329,372 Common Shares, respectively (6,438,846
Common Shares in aggregate). Gasco and Altfuel are both controlled by Gary J. Drummond
("Drummond"), a director and the Executive Chairman of UEGL.

On February 2, 2007, UEGL announced that it had completed the Offering of 11,363,637 Common
Shares at a price of $11.00 per Common Share for gross proceeds of $125,000,007. On the same day,
Gasco acquired ownership of 4,109,474 Common Shares and Altfuel acquired ownership of 2,329,372
Common Shares (6,438,846 Common Shares in aggregate). The Common Shares owned by Gasco
represent approximately 11.3% of the outstanding Common Shares and the Common Shares owned by
Altfuel represent approximately 6.4% of the outstanding Common Shares (17.7% in aggregate).

Gasco acquired the Commoen Shares from treasury pursuant to a private agreement as partial
consideration for transferring its securities of Universal Energy Corporation ("UEC") to UEGL in
connection with UEGL's purchase of all of the issued and outstanding securities of UEC. Altfuel
acquired the Common Shares from treasury pursuant to a private agreement as partial consideration for
transferring its securities of Terra Grain Fuels Inc. ("T'GF") to UEGL in connection with UEGL's
purchase of all of the i1ssued and outstanding securities of TGF. UEGL acquired all of the issued and
outstanding securities of UEC and TGF in connection with the closing of the Offering. The Common
Shares issued pursuant to the Offering and the Common Shares acquired by Gasco and Altfuel are listed
on the Toronto Stock Exchange {the "TSX").

Each of Gasco, Altfuel and Drummond may in the future take such actions in respect of its holdings as it
may deem appropriate in light of the circumstances then existing, including the purchase of additional
Common Shares or other securities of UEGL through open market purchases or privately negotiated
transactions, or the sale of all or a portion of its holdings in the open market or in privately negotiated
transactions to one or more purchasers.

For further information, please contact:
Gary Drummond
Suite A, 1* Floor

Christchurch, Barbados
(416) 673-1162

GADGA00N0001\Press Release {(Early Warning Report - Drummond} Final.doc



NEWS RELEASE February 7, 2007
Not for distribution to U.S. newswire services or for dissemination in the United States.

UNIVERSAL ENERGY GROUP ANNOUNCES EXERCISE OF THE FULL
OVER-ALLOTMENT OPTION IN CONNECTION WITH ITS INITIAL PUBLIC OFFERING

Toronto, Ontario - Universal Energy Group Ltd. ("Universal Energy Group™) is pleased to announce
that the underwriters of its initial public offering have exercised in full their over-allotment option,
resulting in the issue of an additional 1,704,546 common shares at $11.00 per share for gross proceeds of
approximately $18.75 miliion.

Universal Energy Group acquired all of the issued and outstanding securities of Universal Energy
Corporation ("Universal Energy") and Terra Grain Fuels Inc. ("Terra Grain Fuels") in connection with
the closing of its initial public offering. The gross proceeds from the exercise of the over-allotment
option were used to pay the deferred purchase price for the securities of Universal Energy and Terra
Grain Fuels, resulting in a total purchase price of $111,250,006 in cash and 23,204,544 common shares.

The underwriting syndicate for Universal Energy Group's initial public offering was led by National Bank
Financial Inc. and included CIBC World Markets Inc., GMP Securities L.P. and HSBC Securities
{Canada) Inc.

Universal Energy Group's common shares are listed on the Toronto Stock Exchange under the symbol
"UEG". Universal Energy Group now has 36,272,728 common shares outstanding. Universal Energy
Group sells electricity and natural gas in Ontario (through its subsidiary Umversal Energy) to residential,
small to mid-size commercial and small industrial customers and sells natural gas in Michigan (through
its subsidiary Universal Gas & Electric Corporation) to small to mid-size commercial and small industrial
customers. In addition, Universal Energy Group (through its subsidiary Terra Grain Fuels) is
constructing an ethanol facility near Belle Plaine, Saskatchewan that is designed to produce
approximately 150 million litres of ethanol annually. The facility is scheduled to be commissioned and
on production in late December 2007. Additional information about Universal Energy Group and this
transaction is available on SEDAR (www.sedar.com).

The common shares offered have not been, and will not be, registered under the United States Securities
Act of 1933, as amended, and may not be offered or sold in the United States absent registration or an
applicable exemption from the registration requirement of such Act. This press release shall not
constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the common
shares in any jurisdiction in which such offer, solicitation or sale would be unlawful.

For further information, please contact:

Mark L. Silver Tim J. LaFrance

President, Electricity and Gas Marketing President, Terra Grain Fuels
Universal Energy Group Ltd. Universal Energy Group Litd.
masilver@universalenergy.ca tuml@terragrains.ca

{416) 221-9066 (403) 262-8182

G:\0640090001\Press Release re OA Option Closing (03).doc
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NEWS RELEASE February 14, 2007
UNIVERSAL ENERGY GROUP RELEASES DECEMBER 31, 2006 FINANCIAL STATEMENTS

Toronto, Ontario - Universal Energy Group Lid. ("Universal Energy Group™) (TSX: UEG) is pleased to
announce the release of its December 31, 2006 financial statements.

On February 2, 2007, Universal Energy Group completed its initial public offering ("[PO") of 11,363,637
common shares at $11.00 per share for gross proceeds of approximately $125 million, and on February 7,
2007, pursuant to the exercise in full by the underwriters of the 1PO of their over-allotment option, issued
an additional 1,704,546 common shares at $11.00 per share for gross proceeds of approximately $18.75
million. At closing of the IPO, Universal Energy Group acquired all of the issued and outstanding
securities of Universal Energy Corporation and Terra Grain Fuels Inc.

Universal Energy Group was inactive prior to completing the IPO and accordingly, statements of
operations and cash flows have not been presented as part of its interim financial statements. Universal
Energy Group has also released the interim financial statements of Universal Energy Corporation, which
reflect the pre-acquisition operating results of Universal Energy Corporation for the three months ended
December 31, 2006. Readers are cautioned that the operating results of Universal Energy Corporation are
not the results of Universal Energy Group.

Attached hereto are the financial statements of Universal Energy Group and Universal Energy
Corporation.

Universal Energy Group's common shares are listed on the Toronto Stock Exchange under the symbol
"UEG". Universal Energy Group sells electricity and natural gas in Ontario (through its subsidiary
Universal Energy Corporation) to residential, small to mid-size commercial and small industria
customers and sells natural gas in Michigan (through its subsidiary Universal Gas & Electric Corporation)
to small to mid-size commercial and small industrial customers. Universal Energy Group (through its
subsidiary Terra Grain Fuels Inc.) is constructing an ethanol facility near Belle Plaine, Saskatchewan that
is designed to produce approximately 150 million litres of ethanol annually. The facility is scheduled to
be commissioned and in production in late December 2007. Additional information about Universal
Energy Group is available on SEDAR (www .sedar.com).

For further information, please contact:

Mark L. Silver Tim J. LaFrance

President, Electricity and Gas Marketing President, Terra Grain Fuels
Universal Energy Group Ltd. Universal Energy Group Ltd.
masilver@universalenergy.ca timl@terragrains.ca

(416) 221-9066 {403) 262-8182
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Notice to Reader

The accompanying unaudited balance sheet of Universal Energy Group Ltd. as at December 31, 2006 has
been prepared by management and approved by the Audit Committee and the Board of Directors of
Universal.

Universal’s independent auditors have not performed a review of these financial statements in accordance
with the standards established by the Canadian Institute of Chartered Accountants for a review of the
interim financial statements by an entity’s auditors.

Toronto, Canada

February 13. 2007
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UNIVERSAL ENERGY GROUP LTD.

i
Balance Sheet

As at December 31, 2006

ASSETS

Cash $ i

SHAREHOLDER'S EQUITY

Share Capital Note 2 $ 1

Subsequent events Note 3

See accompanying notes to financial statements.

Approved on behalf of the Board;

A(Signed) 'iGarX 1. Drunlmond" Director {Signed) "Tim J. LaFrance" Director



UNIVERSAL ENERGY GROUP LTD

Notes to the Financial Statements
December 31, 2006
{Unaudited)

Organization

Universal Energy Group Lid. (“"UEGL”) was incorporated on November [, 2006 under the Canada Business
Corporations Act. UEGL was formed to participate in the retail natural gas and electricity industries and the
ethanol industry.

Share capital
UEGL'’s authorized share capital is an unlimited number of Commeon Shares, and an unlimited number of First
Preferred Shares, issuable in series. and an unlimited number of Second Preferred Shares. 1ssuable in series.

Subseguent events

On January 26, 2007, UEGL filed a prospectus relaiing to the initial public offering of its common shares. The
closing date of this initial public offering was February 2. 2007 and UEGL received proceeds from the offering
of $143,750,013 which includes the over allotment proceeds of $18.750.006 which was exercised on February
7.2007.

On closing, UEGL purchased of all of the issued and outstanding Terra Grain Fuels Inc. (“TGF™) Shares and
TGF Notes for cash of $37,825.002 and 7.889.545 common shares of UEGL at $11.00 per share. Total
aggregate consideration patd for the TGF Shares and TGF Notes amounted to $124,610,001.

Also. on closing, UEGL purchased all of the issued and outstanding Universal Energy Corporation
{*Universal™) Shares for cash of $73.425,004 and 15.314.999 common shares of UEGL at $11.00 per share.
Total aggregate consideration paid for the Universal Shares amounted to $241,889,989.

The business combination will be accounted for as a reverse takeover of UEGL by Universal and the
acquisition of TGF by Universal as follows:

(i) The acquisition of TGF by Universal recorded at the exchange amount of $124,610,001 which is the
estimated fair value of the consideration given to acquire the TGF New Amalco Shares and TGF Amalco
Notes. The purchase price less the cash portion thereof has been added to the capital stock of Universal.
The preliminary allocation of the excess of fair value over net book value has been attributed to goodwill

as follows:
b
Net assets acquired:
Net working capital 13,224,148
Property, plant and equipment 40,534,428
Goodwill 70,851,425

124,610,001
Consideration;

Cash 37,825,006
lssuance of 7,889,545 common shares at $11.00 per share 86,784,995

124,610,001

No amortization expense related to property, plant and equipment was recorded as TGF Amalco is still in
the start-up phase of its operations with the ethanol plant still under construction. The allocation of the

-3



purchase price to the assets and liabilities of TGF Amalco will be finalized subsequent to the acquisition
and accordingly may change. :

(i) The net equlty of UEGL is effectively being exchanged for equity issued by Universal and accordmgly
- represents an increase 1o Universal’s share capital.

(ili} The payment to the Universal Existing Shareholders of $73.425.004 has been recorded as a deemed
distribution and charged directly 1o the deficit.

In connection with the closing of the initial public offering, UEGL established an option plan, which is
intended to aid in attracting, retaining and motivating the officers, directors, employees and other eligible
service providers of UEGL and its subsidiaries. In addition, UEGL implemented a restricted share unit plan as
a discretionary incentive compensation plan to provide officers, directors, employees and other eligible service
providers of UEGL and any subsidiary thereof who provide services to UEGL with the opportunity to acquire
common shares of UEGL through an award of restricted share units.
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Notice to Reader

The accompanying unaudited interim financial statements of Universal Energy Corporation
(“Universal™) for the three months ended December 31, 2006 have been prepared by management and
approved by the Audit Committee and the Board of Directors of Universal.

Universal’s independent auditors have not performed a review of these financial statements in
accordance with the standards established by the Canadian [nstitute of Chartered Accountants for a
review of the interim financial statements by an entity’s auditors.

Toronto, Canada
February 13, 2007




UNIVERSAL ENERGY CORPORAT[ON:

Consolidated Balance Sheet

December 31  September 30

2006 2000
(Unaudited) {Audited)
- i L $ 8
ASSETS
Current Assets
Cash Note 6 1,170,269 2,974,924
Accounts receivable 21,596,519 17,351,498
Gas delivered in excess of consumption 12,682,727 7,649,476
Utility holdback Note 7 4,073,609 1,262,551
Current portion of future taxes 11,183,593 5,555,693
o T - T ) 50,706,717 34,794,142
Future taxes 17,316,027 25,917,625
Property, plant and equipment Note 8 l,§97,I04 1,518,829
69,619,848 62,230,596
LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities Note 10 9,335,302 6,734,363
Commeodity trade financing Note 10 3,812,796 3,779,353
Advances from shareholder Note 10 1,500,000 -
Deferred gas revenues 16,240,154 10,931,434
Current portion of unrealized loss on swap contracts Note 12 28,266,620 12,050,535
. . 59374872 35495685
Unrealized loss on swap contracts Note 12 318,567,622 61,831,804
T T ) - 797,942,494 97,327,489
SHAREHOLDERS' DEFICIENCY
Share capital Note 9 25,001,000 25,001,000
Deficit (53,300,391) (60,096,802)
Accumulated other comprehensive income/(loss) (23,255 {1,091)

__(28,3._22,646! (35,096,893)

Commitments Note 11
Subsequent events Note 15
69,619,848 62,230,596
See accompanying notes to consolidated financial statements.
Approved on behalf of the Board:
(Signed) "Gary J. Drummond" Director (Signed) "Tim J. LaFrance” Director



'UNIVERSAL EN ERGY-CORPORAT[ON‘
i
i

Consolidated Statement of Deficit
For the three months ended December 31

2006 2005
{(Unaudited) (Unaudited)
_ _ § $
Deficit, beginning of period (60,096,802) (395,462)
Net income/(loss) for the period ] 6796411 (3.387,821)
DEFICIT, END OF PERIOD (53,300,391} (9,283,283)

See accompanying notes to consolidated financial statements.



UNIVERSAL ENERGY CORPORATION

'1
i
i
s
1]

Consolidated Statement of Comprehensive Income/(Loss)
For the three months ended December 31

2006 2005
{(Unaudited) (Unaudited)
$ $

Net income/(loss) for the period 6,796,411 (8,887.,821)

Other comprehensive income:
Unrealized gains and losses on translating financial

statements c_)f_se_l_f-sustait_‘ning foreign operat_ions . . ] (22,16ﬂ g
Other comprehensive income/(loss} L 2l 6,
Comprehensive income/(loss) 6,774,247 (8,887,815)
ACCUMULATED OTHER COMPREHENSIVE INCOME/(LOSS),

BEGINNING OF PERIOD (1,091) -
ACCUMULATED OTHER COMPREHENSIVE INCOME/(LOSS),
END OF PERIOD (23,255) 6

See accompanying notes to consolidated financial statements.
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' UNIVERSAL ENERGY CORPORATION

Consolidated Statement of Operations
For the three months ended December 31

REVENUE
Gas
Electricity

COST OF SALES
Gas
Electricity )

GROSS MARGIN

EXPENSES
Customer acquisition costs
General and administrative
Amortization of property, plant and equipment

Income before other income/(expense)

OTHER INCOMEAEXPENSE)
Realized loss on swap contracts Note 12

) !J_néregliﬁzqdﬁgaﬁin/(‘l@s)ion swap contracts Nolf: 12

Income/(loss) before income tax
[ncome tax/{recovery)

NET INCOME/(LOSS) FOR THE PERIOD

2000
{Unaudited)
s

19,502,124
27,068,833
46,570,957

14,809,515
13256713
| 28,066,228

18,504,729

3,453,447

3,099,881
91,964

6,645,292

11,859,437
(9,125,732)
_ 7,048,097
(2,077.635)

9,781,802
2,985,391

6,796,411

2005

(Unaudited)

5

574,070
805,881
1,379,951

630,896
742,032

1372928

{

7,023

2,735,700
1,323,551

21,970
4,081,221

(4,074,198)

(69,049)
(9,330,280

(9,399,329)

13,473,527)
(4,585,706)

(8,887,821)

See accompanying notes to consolidared financial statements.



UNIVERSAL ENERGY CORPORATION

i

Consolidated Statement of Cash Flows
For the three months ended December 31

2006 2005
(Unaudited) (Unaudited)
5 $
CASH FLOWS FROM OPERATING ACTIVITIES
Net income/(loss) for the period 6,796,411 (8,887.821)
Items not affecting cash:
Amortization 91,964 21,970
Unrealized loss/(gain) on swap contracts (7,048,097) 9,330,280
.. Decrease/(increase) in future taxes _ 2,973,698 (4,585,706)
(3,982,435) 4,766,544
Changes in non-cash working capital items:
Accounts receivable (4,245,021 (984,018)
Gas delivered in excess of consumption (5,033,251 (332,569}
Deferred gas revenues 5,308,720 351,973
Utility holdback (2,811,058) -
Accounts payable and accrued liabilities 2,820,939 755,035
Cash vsed in operating activities {1,145,695) (4,330.856)
CASH FLOWS USED IN INVESTING ACTIVITIES
Purchases of property, plant and equipment {170,239) {10},487)
CASH FLOWS FROM FINANCING ACTIVITIES
Commodity trade financing repayments (1,966,557) -
Advances frgm shareholders L [,SE)Q,OQO 3,723,894
Cash provided by/(used 511 fmg{lrc‘ip_gr ac}iv!ties (4@6,557) 3,723,894
Unrealized gain/(loss) on foreign exchange translation . (22164 6
NET DECREASE IN CASH (1,804,655) (708,443)
CASH, BEGINNING OF PERIOD 2,974,924 1,701,634
CASH, END OF PERIOD 1,170,269 993,191
Supplemental information - interest paid 30,125 -

See accompanying notes to consolidated financial statements.



UNIVERSAL ENERGY CORPORATION'
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Notes to Consolidated Financial Statements -

For the three months ended December 31, 2006
{Unaudited - See Notice to Reader)

Interim financial statements

The unaudited interim consolidated financial statements have been prepared by management in accordance with
Canadian generally accepted accounting principles applicable to interim consolidated financial statements.
These interim financial statements do not include all the note disclosures required for annual financial
statements and therefore should be read in conjunction with Universal’s annual consolidated financial
statements for the year ended September 30, 2006. The significant accounting policies follow that of the most
recently reported annual financial statements.

Organization
Universal Energy Corporation (“Universal™) is incorporated under the laws of the Province of Ontario and is
licensed by the Ontario Energy Board as an electricity retailer and natural gas marketer. Its wholly owned
subsidtary, Universal Gas & Electric Corporation (*UGE™), 1s incorporated pursuant to the General Corporation
Law of the State of Delaware. UGE is licensed as an alternative gas supplier by the Michigan Public Service
Commission.

Operations

Universal sells price protected electricity and fixed price natural gas contracts to Ontario residential, small to
mid-sized commercial and small industrial customers. Through its subsidiary, UGE, Universal sells fixed priced
natural gas contracts to small to mid-sized commercial customers in Michigan.

Universal’s customers reduce or eliminate their exposure to price volatility for electricity and natural gas by
fixing their commodity cost under fixed price contracts for a period of up to five years. Universal’s policy is to
match the estimated commodity requirements of its customers by purchasing offsetting notional or physical
volumes of electricity and natural gas at fixed prices for the term of its related customer contracts.

Summary of significant accounting policies

{a) Principles of consolidation
The consolidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles, and include the accounts of Universal and its wholly owned subsidiary.

(h) Use of estimates
The preparation of the financial statements requires management to make estimates and assumptions that
affect the amounts reported in the financial statements and accompanying notes. Actual results could differ
from those estimates. In particular, valuation techniques such as those used in the preparation of fair values
are signiftcantly affected by the assumptions used and the amount and timing of estimates. The aggrepate
fair value amounts represent point in time estimates only and sheuld not be interpreted as being realizable in
an immediate settlement of the supply contracts.

(c) Gas delivered in excess of consumption/Deferred gas revenues and Unbilled revenues/Gas under-
delivered
Natural gas is delivered to local distribution companies (*LDCs”) in equal monthly amounts. Natural gas
delivered to LDCs in excess of consumption by customers is stated as an asset at the lower of cost and net
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realizable value. Collections from LDCs in advance of customer consumption of natural gas result in a
liability shown as deferred gas revenues.

Unbilled revenues result in an asset when customers consume more natural gas than has been delivered to
LDCs and is stated at realizable value. Gas under-delivered represents Universal’s obligation to the LDCs
with respect to natural gas consumed by customers in excess of that delivered to the LDCs. Natural gas
under-delivered is valued at the average cost of natural gas purchases made during the period in which the
under-delivery occurs,

Due to the seasonality of operations, during the winter months, customers consume more natural gas than
the amount of natural gas that Universal delivers to the LDCs, resulting in the recognition of unbilled
revenues/gas under-delivered. However, in the summer months, customers consume less natural gas than
Universal delivers to LDCs, resulling in the recognition of natural gas delivered in excess of
consumption/deferred gas revenues. '

(d) Property, plant and equipment _
Property, plant and equipment are recorded at cost less accumulated amortization. Amortization is provided
for over the estimated useful lives of the assets, as follows:

Asset Basis Rate
Computer hardware Declining balance 30%
Furniture and fixtures Declining balance 20%

Office equipment Declining balance 20%
Leasehold improvements Straight line Term of lease
Computer software Straight line 5 years

In the year of acquisition, amortization is taken at one-half of the above rates.

The property, plant and equipment are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of
assets to be held and used is measured by a comparison of the carrying amount of an asset to estimated
undiscounted future cash flows expected to be generated by the asset. If the carrying amount of an asset
exceeds its fair value, an impairment charge is recognized by the amount by which the carrying amount of
the asset exceeds the fair value of the asset. Assets to be disposed of are separately presented in the balance
sheet and reported at the lower of the carrying amount or fair value, less costs to sell, and are no longer
depreciated. The assets and liabilities of a group classified as held for sale would be presented separately in
the appropriate asset and liability sections of the balance sheet.

{e} Derivative instruments

Electricity

Universal has entered into contracts with customers to provide electricity at fixed prices (“customer
electricity contracts™). The customer electricity contracts expose Universal to changes in market prices of
electricity and consumption levels as Universal is obligated to pay the LDCs the floaling rate for electricity
supplied by the LDCs to Universal’s customers. To reduce its exposure to changes in commeodity prices
arising from the acquisition of electricity at floating or indexed rates, Universal uses electricity derivative
financial contracts (“electricity derivative contracts”). These electricity derivative contracts are fixed-for-
floating swaps whereby Universal agrees with a counterparty to cash settle the difference between the
fleating or indexed price and the fixed price on a notional quantity of electricity for a specified time frame.
The cash flow from these contracts is expected to be effective in offsetting Universal’s electricity price
exposure and serves to fix Universal’s acquisition cost of electricity to be delivered under the fixed price
customer contracts,

Gas

Universal has entered into contracts with customers to provide natural gas at fixed prices (“customer gas
contracts”). The customer natural gas contracts expose Universal to changes in market prices of natural gas
and consumption levels. To reduce its exposure to changes in commodity prices, Universal purchases
matching quantities of natural gas at fixed prices for equivalent terms to offset its delivery requirements
under its customer contracts.
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Realized and unrealized changes in the fair value of the electricity swaps. generally referred to as marked to
market gains/(losses), have been recognized as other income/expense in the Consolidated Statement of
Operations. The gas purchase contracts and the customer contracts have been accounted for as executory
contracts. :

() Revenue recognition
Universal delivers electricity and/or natural gas to end-use customers who have entered into long-term fixed
price or price protected contracts. Universal recognizes revenue when the delivered electricity and/or natural
gas is consumed by the end-use customer.

{g) Customer acquisition costs
Universal incurs commissions and other direct selling expenses to acquire customers. Commissions are
charged to income in the period in which the customer is acquired. Other direct selling expenses are
charged to income as incurred.

(') Income taxes

Universal uses the asset and liability method of accounting for income taxes. Under the asset and liability
method, future tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. Future tax assets and liabilities are measured using enacted or substantively enacted
tax rates expected to apply to taxable income in the years in which those temporary differences are expected
to be recovered or settled. The effect on future tax assets and habilities of a change in tax rates is
recognized in income in the year of enactment or substantive enactment of such tax rates.

(i} Foreign currency translation
Universal’s currency of measurement in its consolidated financial statements is the Canadian dollar. Tts U.S.
subsidiary is considered a self-sustaining foreign operation. Assets and liabilities are translated into the
reporting currency at the exchange rate in effect at the balance sheet date. Revenue and expense items are
translated into the reporting currency at the average rates of exchange in effect for the period. Gains or
losses on translation of UGE are deferred and reported as a separate component of equity.

Seasonality of operations

Universal's operations are seasonal. Natural gas consumption by customers is typically highest in October
through March and lowest in Apnl through September. Electricity consumption is typically highest in
December through March and June through August and is lowest in April through May and September through
November. The seasonality of natural gas customers’ consumption does not create any variability in cash flows
as Universal purchases for delivery to the utilities a pre-determined fixed amount of natural gas per month and
receives payment for the delivered amount irrespective of actual customer consumption. Natural gas pools are
rebalanced annually. The seasonality of customers’ electricity consumption creates vartability in monthly cash
flow as electricity is consumed upon delivery and payments received from LDCs are based on consumption.

Cash

Included in cash is restricted cash of $303,608 representing rebate monies received from LDCs in Ontario as
provided by the Independent Electricity System Operator. Universal is obligated to disburse the monies to
eligible end-use customers in accordance with the applicable regulatory requirements.

Utility holdback

Universal’s monthly remittance from the Michigan utilities is the lesser of 110% of the utilities’ Gas Cost
Recovery factor (“GCR”) and Universal’s contracted selling price to its customers. In the event that
Universal’s contracted setling price is greater than 110% of the GCR a holdback account for the differential
will be maintained for Universal by the utility. Universal will receive a refund of the amount accumulated in
the holdback account, without interest, to the end of the most recently compteted program year.



10.

Property, plant and equipment

Accumulated Net
Cost Amortization Book Value
December 31,2006 $ $ $
Computer hardware _ 542,446 134,718 407.728
Computer software 150,000 22,500 127,500
Furniture and fixtures 702,286 127.503 574,783
Office equipment 318.628 43,575 275,053
Leasehold improvements 247,703 35.663 212,040
1,961,063 363.959 1.597,104
Accumulated Net
Cost Amortization Book Value
September 30, 2006 3 3 $
Computer hardware 455,037 105,202 349,835
Computer software 150,000 15,000 135,000
Furniture and fixtures . 676,396 97,933 578,463
Office equipment 273.624 30,283 243 341
Leasehold improvements 235.767 23,577 212,190
1,790,824 271,965 1.518,829

Share capital )
Untversal’s authorized share capital is an unlimited number of common shares and an unlimited number of
Class A, Class B and Class C shares.

The issued share capital of Universal is as follows:

December 31, 2006 September 30, 2006

Issued 3 Issued $
Common shares 100.000 - 1,000 100,000 1,000
Class C voting shares . 25,000,000 25,000,000 25,000.000 25,000,000
$25.001,000 $25,001,000

Class C shares are redeemable at the option of Universal and are entitled to a non-cumulative dividend at the
rate of 6% per annum. No dividends have been declared or paid on the shares since issuance. Class C shares
are also subject to the shareholders’ agreement dated July 14, 2005, as amended. and are subject 1o restrictions
on transfers, redemption and retraction.

Related party transactions and balances
During the three months ended December 31, 2006 Universal entered into various transactions with related
partics as follows:

(a) Sempra :
Universal has entered into the following agreements with Sempra, a significant shareholder of the

company:
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i) Commodity trade financing

Sempra provides commodity trade financing to Universal. The commodity trade financing includes a
facility of $5,000,000 for amounts deemed due for payment, which bears interest at LIBOR plus 2%.
Interest paid during the period amounted to $25.191 (2005 - $Nil). The amount cutstanding under this
facility at December 31, 2006 is $3.812.796.

if)  Gas purchuse agreement

Universal entered into the Gas Purchase Agreement with Sempra on Juiy 14, 2005. Pursuant to the Gas
Purchase Agreement, Universal engaged Sempra to act as Universal's exclusive supplier of natural gas,
subject to certain limited circumstances.

Universal’s obligations to Sempra under the Gas Purchase Agreement are secured by the grant of a first
priotity security interest on substantially all of Universal’s current and future assets, including all cash and
cash equivalents, all accounts receivable and all deposit accounts. In addition, all payments received by
Universal from its customers and the LDCs are paid to a specified lockbox or by wire transfer to specified
Universal blocked bank accounts under the control of Sempra, from which amounts are first paid to
Sempra in satisfaction of payments due to Sempra under the Gas Purchase Agreement, and all excess
amounts are then paid to Universal.

If Sempra defaults in its obligations 10 deliver natural gas to Universal, or if Universal defaults in its
obligation to accept delivery of natural gas, subject to force majeure, the Gas Purchase Agreement contains
provisions requiring the payment of various amounts by the non-performing party to the performing party.

During the three months ended December 31. 2006. Universal made natural gas purchases under the
agreement totalmg, $19,727.511 (2005 - $957.278). Included in accounts payable at December 31, 2006 is
the amount owing of $7,552.764.

i) Electricity swap agreement

Universal entered into the Electricity Swap Agreement with Sempra on July 14, 2005, Pursuant to the
Electricity Swap Agreement, Universal engaged Sempra to act as Universal's exclusive supplier of
Electricity Swaps.

Universal’s obligations to Sempra under the Electricity Swap Agreement are secured by the grant of a first
priority security interest on substantially all of Universal's current and future assets, including all cash and
cash equivalents, all accounts receivable and all deposit accounts. In addition, all payments received by
Universal from its customers and the LDCs are paid to a specified fockbox or by wire transfer to specified
Universal blocked bank accounts under the control of Sempra. from which amounts are first paid to
Sempra in satisfaction of payments due 10 Sempra under the Electricity Swap Agreement, and all excess
amounts are then paid to Untversal.

Upon the occurrence of a Contract Termination Event. the non-defaulting party has the right to
immediately, for so long as the Contract Termination Event is continuing: (a) suspend its performance
under Electricity Swaps then outstanding; or (b) liquidate and terminate the Electricity Swaps then
outstanding and accelerate the payment of any amounts due. Upon any such liquidation and termination,
the non-defaulting party must calculate a net settlement amount in accordance with the formula contained
in the Electricity Swap Agreement. The party with the net settlement amount payment obligation must pay
such amount to the other party within one business day of receipt from the non-defaulting party of notice of
such calculation.

During the three months ended December 31, 2006 Universal entered into electricity swap obligations
under the agreement totaling $9.161.620 (2005 - $69,048).

(b) During the three months ended December 31, 2006 Universal incurred expenses amounting to $56,298

(2005 - $25,610) for direct mail marketing services to Market Connections Inc. in which certain
shareholders hold an equity interest. Included in accounts payable at December 31, 2006 is an amount
owing of $6,221.
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{c¢) During the three months ended December 31, 2006 Universal paid $1,230,218 (2005 - $901.447) 10
shareholder-distributors for commissions and marketing fees which are included in customer acquisition
costs. In addition, $39.000 was paid to a distributor to offset branch operating costs.

(d) During the three months ended December 31. 2006 Universal leased office space under a sub-lease
arrangement with a company controlled by a shareholder of Universal and made payments for rent totaling

$34.516 (2005 - §34,760).

(2) During the three months ended December 31, 2006 Universal received loans totaling $1,500.000 from a
shareholder bearing interest at LIBOR plus 2%. Interest incurred during the period amounted to $4,934.
These loans were repaid subsequent to December 31, 2006,

These transactions were conducted by Universal in the normal course of business on terms and rates similar to
transactions. negotiated with arm’s length parties.

. Commitments

{a) Universal’s commitments for premises and vehicles under lease obligations for each of the next five years
are as follows:

Amount

Year ) o ' _ $_ o
2007 704,331
2008 942,071
2009 767,542
2010 763,074
2011 627,971
Thereafter 160,698

3,965,687

{(b) Universal’s commitments under long-term natural gas contracts with Sempra for each of the next five years
are as follows:

Amount

Year $
2007 68,172,595
2008 99,946,329
2009 96,550,840
2010 82,512,517
2011 62,107,107
Thereafier . 11,195,297

420,484,685

The above commitments have been entered into to meet delivery requirements for currently enrolled and
flowing natural gas customers under long-term natural gas supply contracts.

(¢) Universal is also committed under long-term contracts with customers to supply electricity and natural gas.
These contracts have various expiry dates and renewal options.
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12. Financial instruments

(a) Fair value
Universal has a-variety of eleciricity supply contracts that are considered derivative financial instruments,
The fair value of derivative financial instruments is the estimated amount that Universal would pay or
receive to dispose of these supply contracts in the market. Universal has esumated the value of these
contracts using a discounted cash flow method which employs market forward curves.

At December 31, 2006, Universal had electricity fixed-for-floating swap contracts in Ontario which it has -
committed with the following terms:

Notional volumes 2.0 to 40.0 MW/h
Total remaining notional volume 6,217,798 MWh
Maturity dates February 28, 2007 to December 31, 2011
Fixed price per MWh (in dollars) $64.85 10 586.79
Fair value $66,834,242 unfavorable
Remaining Notional value $456.631,855

The realized loss on swap contracts of $9,125,732 represents the net settlement payments recognized in
income on that portion of swap contracts that matured during the period.

December 31, September 30,

2006 2006
$ $
Current portion of unrealized loss on swap coniracts ' 28,266,620 12,050,535
Unrealized loss on swap confracts 38,567,622 61.831,804
Total unrealized loss on swap contracts 66.834.242 73,882,339

The carrying value of cash, accounts receivable, accounts payable and accrued liabiliies, and commodity
trade financing approximate their fair values due to their short-term liquidity.

(B} Customer credit risk
In Ontario and Michigan, the LDCs provide collection services and assume the risk of any bad debts owing
from Universal’s customers. Therefore, Universal receives the collection of customer account balances
directly from the LDCs. Management believes that the risk of the LDCs failing to deliver payment to
Universal is minimal.

(c) Supplier risk

Universal purchases its natural gas delivered to its customers through long-term contracts entered into with
its exclusive supplier, Sempra. It also enters into Electricity Swaps with Sempra to swap its floating rate
payments 1o the electricity LDCs for a fixed rate. Universal has an exposure to supplier and counterparty
risk as the ability to continue to deliver natural gas and fulfill its obligations to the electricity LDCs for
electricity delivery to its customers is reliant upon the ongoing operations of Sempra and its ability to fulfill
its contractual obligations. Based on Sempra’s credit rating, management believes that the risk of Sempra
being unable 1o deliver the contracted amounts of natural gas and fulfill the financial obligations under the
Electricity Swaps is minimal.

(d) Foreign currency risk

Universal has an exposure o foreign currency exchange rates, as a result of its invesiment in its U.S.
operations.
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13.

14.

Reportable business segments

Universal operates in two reportable geographic segments, Canada and the United States. The Canadian
operations include electricity and natural gas and the United States operations include natural gas. Universal
evaluates segment performance based on gross margin.

The following table presents Universal’s results from continuing operations by geographic segment for the

three months ended December 31, 2006, No comparative information is provided for the three months ended
December 31, 2005 as Universal did not commence operations in the United States until March 2006.

Canada United States Consolidated

(Unaudited) , ) $ § §
REVENUE
Gas 9,740,290 9.761,834 19,502,124

Electricity 27,068,833 - 27,068,833
) ' ] 36,809,123 9,761,834 46,570,957

COST OF SALES
Gas 7,584,053 7,225,462 14,809,515
_Electricity ) _ 13,256,713 _ - 13,256,713
_ L 20,840,766 7,225,462 28,066,228
GROSS MARGIN 15,968,357 2,536,372 18,504,729
EXPENSES
Customer acquisition costs 2,763,584 689,863 3,453,447
General and administrative . 2,972,366 127,515 3,099,881
Amortization of property, plant and equipment 91,964 . . 91,964
5,827,914 817,378 6,645,292
Realized loss on swap coﬁtracts (9,125,732} - (9,1253,732)
Unrealized gain on swap contracts 7,048,097 - 7,048,097
Income before income taxes 8,062,808 1,718,994 9,781,802
Future tax recovery 2,383,708 601,683 2,985,391
NET INCOME FOR THE PERIOD L 5,679,100 1,117,311 6,796,411
Property, plant and equipment ) 1,597,104 - 1,597,104
Total assets 53,486,806 16,133,042 69,619,848

Collection services agreements

Universal has entered into collection services agreements with various electricity and natural gas LDCs. Under
these agreements, Universal has the right (o settle on a net basis with the LDCs by offsetting amounts payable
to the LDCs with amounts receivable from the LDCs.
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15.

Subsequent events

On January 26. 2007, Universal Energy Group Ltd. ("UEGL™). a corporaiton related to Universal, filed a
prospectus relating to the initial public offering of its common shares. The closing date of this initial pubiic
offering was February 2, 2007 and UEGL received proceeds from the offering of $143.750,013 which includes
the over allotment proceeds of $18,750,006 which was exercised on February 7, 2007,

On closing, UEGL purchased of all of the issued and outstanding Terra Grain Fuels Inc. ("“TGF") New Amalco
Shares and TGF Amalco Notes for cash of $37.825,002 and 7,889,545 common shares of UEGL at $11.00
per share. Total aggregate consideration paid for the TGF New Amalco Shares and TGF Amalco Notes
amounted to $124,610,001. : :

Also, on closing, UEGL purchased all of the issued and outstanding Universal Shares for cash of $73.425,004
and 15,314,999 common shares of UEGL at $11.00 per share. Toial aggregate consideration paid for the
Universal Shares amounted to $241.889.989.

The business combination will be accounted for as a reverse takeover of UEGL by Universal and the
acquisition of TGF by Universal as follows:

(i) The acquisition of TGF by Universal recorded at the exchange amount of $124,610.001 which is the
estimated fair value of the consideration given to acquire the TGF New Amalco Shares and TGF Amalco
Notes, The purchase price less the cash portion thereof has been added to the capital stock of Universal.
The preliminary allocation of the excess of fair value over net book value has been attributed to goodwill

as follows:
b
Net assets acquired:
Net working capital 13,224,148
Property. plant and equipment 40,534,428
Goodwill 70,851,425
124,610,001
Consideration:
Cash 37,825,006
Issuance of 7,889,545 common shares at $11.00 per share 86,784,995
124,610,001

No amortization expense related to property, plant and equipment was recorded as TGF Amalco is still in
the start-up phase of its operations with the ethanol plant still under construction. The allocation of the
purchase price to the assets and liabilities of TGF Amalco will be finalized subsequent 1o the acquisition
and accordingly may change.

{i1) The net equity of UEGL is effectively being exchanged for equity issued by Universal and accordingly
represents an increase to Universal's share capital.

(iii} The payment to the Universal Existing Sharcholders of $73,425,004 has been recorded as a deemed
distribution and charged directly to the deficit.

In connection with the closing of the mitial public offering. the Gas Purchase Agreement and the Electricity
Swap Agreement have been amended and restated. The amended and restated agreements terminate on June
30, 2010. Among other things, the amended and restated agreements contain: margin requirements that
commence two years following the closing date of the initial pubic offering; restrictions on the payments of
dividends; and restrictions on the making of investments.

Also in connection with the closing of the initial public offering. (i) UGE and Sempra entered into an
agreement pursuant to which Sempra will supply natural gas to UGE in connection with UGE’s gas marketing
business in Michigan (which will be on terms substantially the same as the amended and restated Gas Purchase
Agreement between Universal and Sempra). and (i1} Universal will assign 1o UGE all of Universal’s gas
transactions under the Gas Purchase Agreement relating to UGE’s gas marketing business in Michigan.
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[n connection with the closing of the initial public offering, UEGL established an option plan, which is
intended to aid in attracting, retaining and motivating the officers, directors, employees and other eligible
service providers of UEGL and its subsidiaries. In addition, UEGL implemented a restricted share unit plan as
a discretionary incentive compensation plan to provide officers, directors, employees and other eligible service
providers of UEGL and any subsidiary thercof who provide services to UEGL with the opportunity to acquire
common shares of UEGL through an award of restricted share units.
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Notice to Reader

The accompanying unaudited balance sheet of Universal Energy Group Lid. as at December 31, 2006 has
been prepared by management and approved by the Audit Committee and the Board of Directors of
Universal.

Universal’s independent auditors have not performed a review of these financial statements in accordance
with the standards established by the Canadian Institute of Chartered Accountants for a review of the
interim financial statements by an entity’s auditors.

Toronto, Canada
February 13, 2007



UNIVERSAL ENERGY GROUP LTD.
]

Balance Sheet

As at December 31, 2006

ASSETS

Cash $ 1

SHAREHOLDER'S EQUITY

Share Capital Note 2 b t

Subsequent events Note 3

See accompanying notes to financial statements.

Approved on behalf of the Board:

o ‘(Signed) "Gary J. ngmmond" Director (Signedr) "Tim J;LaFranAce"r Director



UNIVERSAL ENERGY GROUP LTDJ

Notes to the Financial Statements

December 31, 2006
(Unaudited)

Organization

Universal Energy Group Ltd. (“UEGL™) was incorporated on November 1, 2006 under the Canada Business
Corporations Act. UEGL was formed to participate in the retail natural gas and electricity industries and the
ethanol industry.

Share capital
UEGL.’s authorized share capital is an unlimited number of Common Shares. and an unlimited number of First
Preferred Shares, issuable in sertes, and an unlimited number of Second Preferred Shares, issuable in series.

Subsequent events

On January 26, 2007, UEGL filed a prospectus relating to the initial public offering of its common shares. The
closing date of this initial public offering was February 2. 2007 and UEGL received proceeds from the offering
of $143,750.013 which includes the over allotment proceeds of $18,750,006 which was exercised on February
7, 2007.

On closing, UEGL purchased of all of the issued and outstanding Terra Grain Fuels Inc. (“TGF”) Shares and
TGF Notes for cash of $37.825.,002 and 7.889.545 common shares of UEGL at $11.00 per share. Total
aggregate consideration paid for the TGF Shares and TGF Notes amounted 10 $124.610,001.

Also. on closing, UEGL purchased all of the issued and outstanding Universal Energy Corporation
{(“Universal™) Shares for cash of $73.425,004 and 15,314,999 common shares of UEGL at $11.00 per share.
Total aggregate consideration paid for the Universal Shares amounted to $241,889,989,

The business combination will be accounted for as a reverse takeover of UEGL by Universal and the
acquisition of TGF by Universal as follows:

(i) The acquisition of TGF by Universal recorded at the exchange amount of $124,610,001 which is the
estimated fair value of the consideration given to acquire the TGF New Amalco Shares and TGF Amalco
Notes. The purchase price less the cash portion thereof has been added 1o the capital stock of Universal.
The preliminary allocation of the excess of fair value over net book value has been attributed to goodwill

as follows:
$
Net assets acquired:
Net working capital 13,224,148
Property, plant and equipment 40,534,428
Goodwill 70,851,425
124,610,001
Consideration:
Cash 37,825,006
Issuance of 7.889,545 common shares at $11.00 per share 86,784,995
124,610,001

No amortization expense related to property, plant and equipment was recorded as TGF Amalco is still in
the start-up phase of its operations with the ethanol plant still under construction. The allocation of the
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purchase price to the assets and liabilities of TGF Amalco will be finatized subsequent to the acquisition
and accordl%ly may change.

{ii) The net equny of UI-GL is effectively bcm;, exchang,ed for equity issued by Universal and 1ccordmgly
represenl\ an increase to Umversal ] share capital. -

{1i1) The payment to the Universal Existing Sharcholders of $73.425.004 has been recorded as a deemed
distribution and charged directly to the deficit.

In connection with the closing of the initial public offering, UEGL estabtished an option plan, which is
intended to aid in attracting. retaining and motivating the officers. directors. employees and other eligible
service providers of UEGL and its subsidiaries. In addition, UEGL implemented a restricted share unit plan as
a discretionary incentive compensation plan to provide officers. directors. employees and other eligible service
providers of UEGL and any subsidiary thereof who provide services to UEGL with the oppertunity to acquire
common shares of UEGL through an award of restricted share units,
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Natice to Reader

The accompanying unaudited interim financial statements of Universal Energy Corporation
{*Universal”) for the three months ended December 31, 2006 have been prepared by management and
approved by the Audit Committee and the Board of Directors of Universal.

Universal’s independent auditors have not performed a review of these financial statements in
accordance with the standards established by the Canadian Institute of Chartered Accountants for a
review of the interim financial statements by an entity’s auditors.

Toronto, Canada
February 13, 2007
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Consolidated Balance Sheet

December 31  September 30

2006 2006
{Unaudited) {Audited)
i} $ 3
ASSETS
Current Assets
Cash Note 6 1,170,269 2,974,924
Accounts receivable 21,596,519 17,351,498
Gas delivered in excess of consumption 12,682,727 7,649.476
Utility holdback Note 7 4,073,609 1,262,551
Current pertion of future taxes 11,183,593 3,555,693
o - 50,706,717 34,794,142
Future taxes 17,316,027 25,917,625
Property, plant and cquiphlcnl Note 8 1,597,104 1,518,829
69,619,848 62,230,596
LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities Note 10 9,555,302 0,734,363
Commuodity trade financing Note 10 3,812,796 5,779,353
Advances from shareholder Note 10 1,500,000 -
Deferred gas revenues 16,240,154 10,931,434
Current portion of unrealized loss on swap contracts Note 12 28,266,620 12,050,535
o T ' S T T T T T 759374872 35,495,685
Unrealized loss on swap contracts Note 12 38,567,622 61,831,804
' ) o o o 97,942,494 97,327,489
SHAREHOLDERS' DEFICIENCY
Share capital Note 9 25,001,000 25,001,000
Deficit (53,300,391) (60,096,802)
Accumulated other comprehensive income/(loss) (23,255) (1,091)

T (28322,646)  (35,096,893)

Commitments Note 11
Subsequent events Note 15
69,619,848 62,230,596
See accompanying noteys to consolidated financial statements.
Approved on behalf of the Board:
(Signed) "Gary J. Drummond" Director (Signed) fTirIJ VJ;LiaFrancc" Director
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Deficit, beginning of period
Net irncome/(loss) for the pe_r_io_d_

DEFICIT, END OF PERIOD

Consolidated Statement of Deficit
For the three months ended December 31

2006 2005
{Unaudited) {(Unaudited}
_ s s
{60,096,802) (395,462)
6,796,411 (8,887,821)

(53,300,391} (9,283,283)

See accompanying notes to consolidated financial statements.



UNIVERSAL ENERGY CORPORATION|

|
|
|
|
}

Consolidated Statement of Comprehensive Income/(L.oss)
For the three months ended December 31

2006 2005
(Unaudited) {Unaudited)
S $

f\‘_e_t incomc/(l&sg) _fog'_thg p_eri_pd 6,'7%,41 I (8,837,8%])
Other comprehensive income:

Unrealized gains and losses on translating financial

statements Bf s;lf-sustainjng forcign operatigli B . '(22!164) 6
Other comprehensive income/(loss) _(22,164) _ _6
Comprehensive income/(loss) 6,774,247 (8,887,815)
ACCUMULATED OTHER COMPREHENSIVE INCOME/(LLOSS),
BEGINNING OF PERIOD {1,091} -
ACCUMULATED OTHER COMPREHENSIVE INCOME/(LOSS),
END OF PERIOD (23,255) 6

See accompanying notes to consolidated financial statements.
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Consolidated Statement of Operations
For the three months ended December 31

20006 2005
{Unaudited)} (Unaudited)
5 $
REVENUE
Gas 19,502,124 574,070
- Electricity o ] 27,068,833 825_@81__
. 46,570,957 1,379,951
COST OF SALES
Gas ’ 14,809,515 630,896
_El_ectricily 13,256,7 13 7421032 7
B 28,066,228 1,372,928
GROSS MARGIN 18,504,729 7,023
EXPENSES
Customer acquisition costs 3,453,447 2,735,700
General and administrative 3,099,881 1,323,551
_éqlortiz’ation of_[)_rqur@y, plant and equipmen_{ 9] ,9651 21,970
6,645,292 4,081,221
Income before other income/(expense) 11,859,437 (4,074,198)
OTHER INCOME/(EXPENSE)
Realized loss on swap contracts Note 12 (9,125,732) (69,049)
Wlf.lﬁnrealﬁized gain/(_!oss) on swap contracts Note 12 7,048,097 (9,330,280)

(2;0717,635_) _ (9,3"2?_,3‘_2'5

Income/(loss) before income tax 9,781,802 (13,473,527)
ch'cﬁ_neiﬁai\d(recoyg)_/)_ 2,985,391 (4,585,706)
NET INCOME/(LOSS) FOR THE PERIOD 6,796,411 (8,887,821)

See accompanying notes to consolidated financial statements.



UNIVERSAL ENERGY CORPORATION

Consolidated Statement of Cash Flows
For the three months ended December 31

2006 2005
{Unaudited) (Unaudited)
b 8
CASH FLOWS FROM OPERATING ACTIVITIES
Net income/(loss) for the period 6,796,411 (8,887,821}
Items not affecting cash:
Amortization 91,964 21,970
Unrealized loss/(gain) on swap contracts (7,048,097) 9,330,280
Decrease/tincrease) in future taxes - _LIT3.608 - (4,585,706)
(3,982,435) 4,766,544
Changes in non-cash working capital items:
Accounts receivable {4,245,021) (984,018)
Gas delivered in excess of consumption (5,033,251) {332,569
Deferred gas revenues 3,308,720 351,973
Utility holdback (2,811,058) -
~Accounts payable and a_c_cryegl liabilities 2,820,939 h7_5_5,0§5_
Cash used in operating activit'ggs {1,143,695) ('4,3_:§i)_,8§6_)
CASH FLOWS USED IN INVESTING ACTIVITIES
Purchases of p_rbperty, plant and equipment (170,239} {101,487y
CASH FLOWS FROM FINANCING ACTIVITIES
Commodity trade financing repayments (1,966,557) -
Advances from shareholders 1500000 3,723,894
Cash provided by/(used in) financing activities (466,557) 3,723,894
Unrealized gain/(loss) on [nfei_g_n_e_xgﬂangc translation (_2_2,1()4) ) 6
NET DECREASE IN CASH (1,804,655) (708,443)
CASH, BEGINNING OF PERIOD 2974924 1701634
CASH, END OF PERIOD 1,170,269 993,191
Supplemental information - interest paid 30,125 -

See accompanying notes to consoliduted financial starements.
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Notes to Consolidated Financial Statements

For the three months ended December 31, 2006
{Unaudited - See Notice to Reader)

Interim financial statements

The unaudited interim consolidated financial statements have been prepared by management in accordance with
Canadian generally accepted accounting principles applicable to interim consolidated financial statements.
These interim financial statements do not include all the note disclosures required for annual financial
statements and therefore should be read in conjunction with Universal’s annual consolidated financial
statements for the year ended September 30, 2006. The significant accounting policies follow that of the most
recently reported annual financial statements.

Organization
Universal Energy Corporation (“Universal™) is incorporated under the laws of the Province of Ontario and is
licensed by the Ontario Energy Board as an electricity retailer and natural gas marketer. Its wholly owned
subsidiary, Universal Gas & Electric Corporation (“UUGE™), is incorporated pursuam to the General Corporation
Law of the State of Delaware. UGE is licensed as an alternative gas supplier by the Michigan Public Service
Commission.

Operations

Universal sells price protected electricity and fixed price natural gas contracts to Ontario residential, small to
mid-sized commercial and small industrial customers. Through its subsidiary. UGE. Universal sells fixed priced
natural gas contracts to small to mid-sized commercial customers in Michigan.

Universal’s customers reduce or eliminate their exposure to price volaulity for electricity and natural gas by
fixing their commodity cost under fixed price contracts for a period of up to five years. Universal’s policy is to
match the estimated commodity requirements of its customers by purchasing offsetting netional or physical
volumes of electricity and natural gas at fixed prices for the term of its related customer contraets.

Summary of significant accounting policies

(a} Principles of conselidation
The consolidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles, and include the accounts of Universal and its wholly owned subsidiary.

(b) Use of estimates
The preparation of the financial statements requires management to make estimates and assumptions that
affect the amounts reporied in the financial statements and accompanying notes. Actual results could differ
from those estimates. [n particular, valuation techniques such as those used in the preparation of fair values
are significantly affected by the assumptions used and the amount and timing of estimates. The aggregate
fair value amounts represent point in time estimates only and should not be interpreted as being realizable in
an immediate settlement of the supply contracts.

(¢} Gas delivered in excess of consumption/Deferred gas revenues and Unbilled revenies/Gas under-
delivered
Natural gas is delivered to local distribution companies (“LDCs™} in equal monthly amounts. Natural gas
delivered to LDCs in excess of consumption by customers is stated as an asset at the lower of cost and net

-7-



realizable value, Collections from  LDCs in advance of customer consumption of natural gas result in a
llablhty shown as deferred gas revenues.

Unbilled revenues result in an asset when custemers consume more natural gas than has been delivered 1o

" .."LDCs and is stated at realizable value. Gas under-delivered represents Universal’s obligation to the LDCs

with respect to natural gas consumed by customers in excess of that delivered to the LDCs. Natural gas
under-delivered is valued at the average cost of natural gas purchases made during the period in which the
under-delivery oceurs.

Due to the seasonality of operations, during the winter months, customers consume more natural gas than
the amount of natural gas that Universal delivers to the LDCs, resulting in the recognition of unbilled
revenues/gas under-delivered. However, in the summer months. customers consume less natural gas than

Universal delivers to LDCs, resulting in the recognition of natural gas delivered in excess of

consumption/deferred gas revenues.

(d) Property, plant and equipment

Property. plant and equipment are recorded at cost less accumulated amortization. Amortization is provided
for over the estimated useful lives of the assets, as follows:

Asset Basis Rate
Computer hardware Declining balance 30%
Furniture and fixwures Declining balance 20%

Office equipment Declining balance 20%
Leaschold improvements Straight line Term of lease
Computer software Straight line 5 years

In the year of acquisition, amortization is taken at one-hall of the above rates.

The property, plant and equipment are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of
assets to be held and used is measured by a comparison of the carrying amount of an asset to estimated
undiscounted future cash flows expected to be generated by the asset. If the carrying amount of an asset
exceeds its fair value, an impairment charge is recognized by the amount by which the carrying amount of
the asset exceeds the fair value of the asset. Assets to be disposed of are separately presented in the balance
sheet and reported at the lower of the carrying amount or fair value, less costs to sell, and are no longer
depreciated. The assets and liabilities of a group classified as held for sale would be presented separately in
the appropriat€ asset and liability sections of the balance sheet.

(¢) Derivative instruments

Electricity

Universal has entered into contracts with customers to provide electricity at fixed prices (“customer
electricity contracts”). The customer electricity contracts expose Universal to changes in market prices of
electricity and consumption levels as Universal is obligated to pay the LDCs the floating rate for electricity
supplied by the LDCs to Universal’s customers. To reduce its exposure to changes in commodity prices
arising from the acquisition of electricity at floating or indexed rates, Universat uses electricity derivative
financial contracts (“electricity derivative contracts™). These electricity derivative contracts are fixed-for-
floating swaps whereby Universal agrees with a counterparty to cash settle the difference between the
floating or indexed price and the fixed price on a notional quantity of electricity for a specified time frame,
The cash flow from these contracts is expected to be effective in offsetting Universal’s electricity price
exposure and serves to fix Universal’s acquisition cost of electricity to be delivered under the fixed price
customer contracts,

Gas

Universal has entered into contracts with customers to provide natural gas at fixed prices (“customer gas
contracts”). The customer natural gas contracts expose Universal 1o changes in market prices of natural gas
and consumption levels. To reduce its exposure to changes in commodity prices, Universal purchases
matching quantities of natural gas at fixed prices for equivalent terms to offset its delivery requirements
under its customer contracts.

-8-




Realized and unrealized changes in the fair value of the electricity swaps, generally referred to as marked 10
market gains/(losses), have been recognized as other income/expense in the Consolidated Statement of
Operations. The gas purchase contracts and the customer contracts have been accounted for as executory
contracts.

() Revenue recognition . . .
Universal delivers electricity and/or natural gas to end-use customers who have entered into long-term fixed
price or price protected contracts. Universal recognizes revenue when the delivered electricity and/or naturaj
gas is consumed by the end-use customer.

(g} Customer acquisition costy
Universal incurs commissions and other direct selling expenses to acquire customers, Commissions are
charged to income in the period in which the customer is acquired. Other direct selling expenses are
charged to income as incurred.

(h} Income taxes . .

Universal uses the asset and liability method of accounting for income taxes. Under the asset and liability
method, future tax assets and habilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. Future tax assets and liabilities are measured using enacted or substantively enacted
tax rates expected to apply 1o taxable income in the vears in which those temporary differences are expected
to be recovered or settled. The effect on future tax assets and liabilities of a change in tax rates is
recognized in income in the year of enactment or substantive enactment of such tax rates.

(i) Foreign currency translation
Universal’s currency of measurement in its consolidated financial statements is the Canadian dollar. Its U.S.
subsidiary is considered a self-sustaining foreign operation. Assets and liabilities are translated into the
reporting currency at the exchange rate in effect at the balance sheet date. Revenue and expense items are
translated into the reporting currency at the average rates of exchange in effect for the period. Gains or
losses on translation of UGE are deferred and reported as a separate component of equity.

Seasonality of operations

Universal’s operations are seasonal. Natural gas consumption by customers is typically highest in October
through March and lowest in April through September. Electricity consumption is typically highest in
December through March and June through August and is lowest in April through May and September through
November. The seasonality of natural gas customers’ consumption does not create any variability in cash flows
as Universal purchases for delivery to the utilities a pre-determined fixed amount of natural gas per month and
recetves payment for the delivered amount irrespective of actual customer consumption. Natural gas pools are
rebalanced annually. The seasonality of customers” electricity consumption creates variability in monthly cash
flow as electricity is consumed upon delivery and payments received from LDCs are based on consumption.

Cash .

Included in cash is restricted cash of $303,0608 representing rebate monies received from LDCs in Ontario as
provided by the Independent Electricity System Operator. Universal is obligated to disburse the monies to
eligible end-use customers in accordance with the applicable regulatory requirements.

Utility holdback

Universal’s monthly remittance from the Michigan utilities is the lesser of 110% of the utilities’ Gas Cost
Recovery factor (“GCR™) and Universal’s contracied selling price to its customers. In the event that
Universal’s contracted selling price is greater than 110% of the GCR a holdback account for the differential
will be maintained for Universal by the utility. Universal will receive a refund of the amount accumulated in
the holdback account, without interest, to the end of the most recently completed program year.



10.

Property, plant and equipment

Accumulated Net
Cost Amortization Book Value
December 31,2006 $ $ 3
Computer hardware 542,446 134718 407,728
Computer software 150,000 22,500 127,500
Furniture and fixtures 702,286 127.503 574,783
Office equipment 318,628 43,575 275,053
Leasehold improvements - 247,703 35,663 212,040
1,961,063 363,959 1,597,104
Accumulated Net
Cost Amortization Book Value
September 30, 2006 $ 3 3
Computer hardware 455,037 105,202 349,835
Computer software . 7 150,000 . 15,000 135,000
Furniture and fixtures ‘ 676,396 97,933 578,463
Office equipment 273,624 30,283 243341
Leasehold improvements 235,767 23,577 212,190
1,790,824 271,995 1,518,829

Share capital .
Universal’s authorized share capital is an unlimited number of common shares and an unlimited number of
Class A, Class B and Class C shares.

The issued share capital of Universal is as follows:

December 31, 2006 September 30, 2006

Issued $ Issued b
Common shares - 100,000 1,000 100,000 1,000
Class C voting shares . 25,000,000 . 25,000,000 25,000,000 25,000,000
$25,001,00 ' $25,001,00

Class C shares are redeemable at the option of Universal and are entitled to a non-cumulative dividend at the
rate of 6% per annum. No dividends have been declared or paid on the shares since issuance. Class C shares
are also subject to the shareholders’ agreement dated July 14, 2003, as amended, and are subject to restrictions
on transfers, redemption and retraction.

Related party transactions and balances
During the three months ended December 31, 2006 Universal entered into various transactions with related
parties as follows:

(a) Sempra
Universal has entered into the following agreements with Sempra, a significant shareholder of the

company:

- 10-



iy Commodity trade financing

Sempra provides commodity trade financing to Universal. The commodity trade financing includes a
facility of $5,000,000 for amounts deemed due for payment, which bears interest at LIBOR plus 2%.
Interest paid during the period amounted to $25.191 (2005 - $Nil). The amount owmstanding under this
facility at December 31, 2006 is $3.812.796.

i) Gas purchuse agreement

Universal entered into the Gas Purchase Agreement with Sempra on July 14, 2005. Pursuant to the Gas
Purchase Agreement, Universal engaged Sempra to act as Universal’s exclusive supplier of natural gas,
subject 1o certain limited circumstances.

Universal’s obligations to Sempra under the Gas Purchase Agreement are secured by the grant of a first
priority security interest on substantially all of Universal’s current and future assets, including alt cash and
cash equivalents, all accounts receivable and all deposit accounts. In addition. all payments received by
Untversal from its customers and the LDCs are paid to a specified lockbox or by wire transfer to specified
Universal blocked bank accounts under the control of Sempra, from which amounts are first paid to
Sempra in satisfaction of payments due to Sempra under the Gas Purchase Agreement, and all excess

amounts are then paid to Universal,

If Sempra defaults in its obligations to deliver natural gas to Universal, or if Universal defaults in its
obligation to accept delivery of natural gas, subject to force majeure. the Gas Purchase Agreement contains
provisions requiring the payment of various amounts by the non-performing party to the performing party.

During the three months ended December 31, 2006, Universal made natural gas purchases under the
agreement totaling $19.727,511 (2005 - $957.278). Included in accounts payable at December 31. 2006 is
the amount owing of $7,552,764.

it} Electricity swap agreement
Universal entered ‘into the Electricity Swap Agreement with Sempra on July 14, 2005. Pursuant to the

Electricity Swap Agreement, Universal engaged Sempra to act as Universal’s exclusive supplier of

Electricity Swaps.

Universal’s obligations to Sempra under the Electricity Swap Agreement are secured by the grant of a first
priority security interest on substantially all of Universal's current and future assets, including ali cash and
cash equivalents, all accounts receivable and all deposit accounts. In addition, all payments received by
Universal from its customers and the LDCs are paid to a specified lockbox or by wire transfer to specified
Universal blocked bank accounts under the control of Sempra, from which amounts are first paid to
Sempra in satisfaction of payments due to Sempra under the Electricity Swap Agreement, and all excess
amounts are then paid to Universal.

Upon the occurrence of a Contract Termination Event. the non-defaulting party has the right to
immediately, for so long as the Contract Termination Event is continuing: (a) suspend its performance
under Electricity Swaps then outstanding; or (b) liquidate and ierminate the Electricity Swaps then
outstanding and accelerate the payment of any amounts due. Upon any such liquidation and termination,
the non-defaulting party must calculate a net settlement amount in accordance with the formula contained
in the Electricity Swap Agreement. The party with the net settlement amount payment obligation must pay
such amount to the other party within one business day of receipt from the non-defaulting party of notice of
such calculation.

During the three months ended December 31, 2006 Universal entered into electricity swap obligations
under the agreement totaling $9,161.620 (2005 - $69,048).

{b) During the three months ended December 31, 2006 Universal incurred expenses amounting to $56,298

(2005 - $25,610) for direct mail marketing services to Market Connections Inc. in which certain
shareholders hold an equity interest. Included in accounts payable at December 31, 2006 i1s an amount
owing of $6,221.

-11-
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(¢} During the three months ended December 31. 2006 Universal paid $1,230.218 (2005 - $901.447) 10
shareholder-distributors for commissions and marketing fees which are included in customer acquisition
costs. In addition, $39.000 was paid to a distributor to offset branch operating costs.

(d) During. the three months ended December 31, 2006 Universal leased office space under a sub-lease

arrangement with a company conirolled by a shareholder of Universal and made payments for rent totaling
$34,516 (2005 - 334,760},

(e} During the three months ended December 31, 2006 Universal received loans totaling $1.500.000 from a
shareholder bearing interest at LIBOR plus 2%. Interest incurred during the period amounted to $4.934.
These loans were repaid subsequent to December 31, 2006.

These transactions were conducted by Universal in the normal course of business on terms and rates similar to
transactions negotiated ‘with arm’s length parties.

Commitments

{a) Universal’s commitments for premises and vehicles under lease obligations for each of the next five years
are as follows:

Amount
Year ) : o b
2007 ‘ ‘ 704,331
2008 ’ ’ 942,071
2009 767,542
2010 763,074
2011 627,971
Thereafter 160,698

3,965,687

(b) Universal’s commitments under long-term natural gas contracts with Sempra for each of the next five years
are as follows:

. Amount
Year ) $
2007 08,172.595
2008 99,046,329
2009 96.550,840
2010 ) 82,512,517
2011 . . 62.107,107
Thereafter 11,195,297
| 420,484,685

The above commitments have been entered into to meet delivery requirements for currently enrolled and
flowing natural gas customers under long-term natural gas supply contracts.

(c) Universal is also committed under long-term contracts with customers to supply electricity and natural gas.
These contracts have various expiry dates and renewal options.

-12-



12, Financial instruments

(a) Fair value
Universal has a variety of electricity supply contracts that are considered derivative financial instruments.
The fair value of derivative financial instruments is, the estimated amount that Universal would pay or
receive {o dispose of these supply contracts in the market. Universal has estimated the value of these
contracts using a discounted cash flow method which employs market forward curves,

At December 31, 2006, Universal had electricity fixed-for-floating swap contracts in Ontario which it has
committed with the following terms:

Notional volumes : : 2.0 to 40.0 MW/h
Total remaining notional volume 6,217,798 MWh
Maturity dates February 28, 2007 to December 31, 2011
Fixed price per MWh (in dollars) $64.85 10 $86.79
Fair value $66,834,242 unfavorable
Remaining Notional value $456,631,855

The realized loss on swap contracts of $9.125,732 represents the net settlement payments recognized in
income on that portion of swap contracts that matured during the period.

December 31, September 30,

2006 2006
) 3
Current portion of unrealized loss on swap contracts 28,266,620 12,050,535
Unrealized loss on swap contracts 38,567,622 61,831,804
Total unrealized loss on swap contracts 00.834,242 73,882,339

The carrying value of cash, accounts receivable, accounts payable and accrued liabilities, and commeodity
trade financing approximate their fair values due 10 their short-term lquidity.

(b) Customer credit risk
In Ontario and Michigan, the LDCs provide collection services and assume the risk of any bad debts owing
from Universal’s customers. Therefore, Universal receives the collection of customer account balances
directly from the LDCs. Management believes that the risk of the LDCs failing to deliver payment to
Universal is minimal.

(c) Supplier risk

Universal purchases its natural gas delivered to its customers through long-term contracts entered into with
its exclusive supplier, Sempra. It also enters into Electricity Swaps with Sempra to swap its floating rate
payments 10 the electricity LDCs for a fixed rate. Universal has an exposure to supplier and counterparty
risk as the ability to continue to deliver natural gas and fulfill its obligations to the electricity LDCs for
electricity delivery to its customers is reliant upon the ongoing operations of Sempra and its ability to fulfill
its contractual obligations. Based on Sempra’s credit rating, management believes that the risk of Sempra
being unable to deliver the contracted amounts of natural gas and fulfill the financial obligations under the
Electricity Swaps is minimal.

(d) Foreign currency risk

Universal has an exposure to foreign currency exchange rates. as a result of its investment in its US.
operations.
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13.

14.

Reportable business segments

Universal operates in two reportable geographic segments, Canada and the United States. The Canadian
operations include electricity and natural gas and the United States operations include natural gas. Universal
evaluates segment performance based on gross margin.

The following table presents: Universal’s results from continuing operations by geographic segment for the -

three months ended December 31, 2006. No comparative information is provided for the three months ended
December 31, 2005 as Universal did not commence operations in the United States unttl March 2006.

Canada United States Consolidated

{Unaudited) i o 3 ) 3 3
REVENUE
Gas 9,740,290 9,761,834 19,502,124
Electricity 27,068,833 - 27,068,833

36,809,123 9,761,834 46,570,957

COST OF SALES
Gas 7,584,053 7,225,462 14,809,515
13,256,713 - 13,256,713

Electricity ]
20,840,766 7,225,462 28,066,228

GROSS MARGIN 15,968,357 2,536,372 18,504,729
EXPENSES
Customer acquisition costs 2,763,584 689,863 3,453 447
General and administrative . 2,972,366 127,515 3,099,881
Amortization of property, plant and equipment 91,964 ) - 91,94
5827914 817,378 6,645,292
Realized loss on’swap contracts . . (9,125,732) - (9,125,732)
Unrealized gain on swap contracts - - 7,048,097 - 7,048,097
Income before income taxes 8,062,808 1,718,994 9,781,802
Future 1ax recovery 2,383,708 601,683 2,985,391
NET INCOME FOR THE PERIOD 5,679,100 1,117,311 6,796,411
Property, plant and equipment 1,597,104 - 1,597,104

Total assets 33,486,806 16,133,042 69,619 848

Collection services apreements

Universal has entered into collection services agreements with various electricity and natural gas LDCs. Under
these agreements, Universal has the righl 10 settle on a net basts with the LDCs by offsetting amounts payable
to the LDCs with amounts receivable from the L.DCs.
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15. Subsequent events

On January 26, 2007, Universal Energy Group Lid. (“UEGL”), a corporation related to Universal, filed a
prospectus relating to the initial public offering of its common shares.. The closing date of this.nitial public
offering was February 2.-2007 and UEGL received proceeds from the offering of $143.750.013 which includes
the over allotment proceeds of $18,750,006 which was exercised on February 7, 2007.

On closing. UEGL purchased of all of the issued and outstanding Terra Grain Fuels Inc. ("TGF”) New Amalco
Shares and TGF Amalco Notes for cash of $37;825,002 and 7,889,545 common shares of UEGL at $11.00
per share. Total aggregate consideration paid for the TGF New Amalco Shares and TGF Amalco Notes
amounted to $124,610,001.

Also. on closing, UEGL purchased all of the issued and outstanding Universal Shares for cash of $73,425,004
and 15314999 common shares of UEGL at $11.00 per share. Total aggregate consideration paid for the
Universal Shares amounted to $241,889,989.

The business combination will be accounted for as a reverse takeover of UEGL by Universal and the
acquisition of TGF by Universal as follows:

(i) The acquisition of TGF by Universal recorded at the exchange amount of $124,610,001 which is the
estimated fair value of the consideration given to acquire the TGF New Amalco Shares and TGF Amalco
Notes. The purchase price less the cash portion thercof has been added to the capital stock of Universal.
The preliminary allocation of the excess of fair value over net book value has been attributed to goodwill

as follows:
$
Net assets acquired:
Net working capital 13,224,148
Property, plant and equipment 40,534,428
Goodwill 70,851,425

124,610,001

Consideranon:

Cash 37,825,006
lssuance of 7,889,545 common shares at $11.00 per share 86.784,995
124,610,001

No amortization expense related to property, plant and equipment was recorded as TGF Amalco is still in

the start-up phase of its operations with the ethanol plant still under construction. The allocation of the

purchase price to the assets and liabilities of TGF Amalco will be finalized subsequent to the acquisition
and accordingly may change.

{ii) The net equity of UEGL is effectively being exchanged for equity issued by Universal and accordingly
represents an increase to Universal's share capital.

{it1) The payment to the Universal Existing Sharcholders of $73.425.004 has been recorded as a deemed
distribution and charged directly to the deficit.

In connection with the closing of the initial public offering. the Gas Purchase Agreement and the Electricity
Swap Agreement have been amended and restated. The amended and restated agreements terminate on June
30, 2010. Among other things, the amended and restated agreements contain: margin requirements that
commence two years following the closing date of the initial pubic offering: reqtrlctlons on the payments of
dividends; and restrictions on the making of investments.

Also in connection with the closing of the initial public offering, (i) UGE and Sempra entered inte an
agreement pursuant to which Sempra will supply natural gas to UGE in connection with UGE’s gas marketing
business in Michigan (which will be on terms substantially the same as the amended and restated Gas Purchase
Agreement between Universal and Sempra), and (ii) Universal will assign to UGE all of Universal’s gas
transactions under the Gas Purchase Agreement relating to UGE’s gas marketing business in Michigan.
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In connection with the closing of the initial public offering. UEGL established an option plan. which is
intended to aid in attracting. retaining and motivating the officers, direclors. employees and other eligible
service providers of UEGL and its subsidiaries. In addition, UEGL implemented a restricted share unit plan as
a discretionary incentive compensation plan to provide officers, directors, employees and other eligible service
providers of UEGL and any subsidiary thereof who provide services to UEGL with the opportunity to acquire
common shares of UEGL through an award of restricted share units.
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Name and Address of Reporting [ssuer: VET0R A S paniey

Universal Energy Group Lid.
Suite 1700, 25 Sheppard Avenue West
Toronto, Ontario M2N 6S6

Date of Material Change:
February 2, 2007 and February 7, 2007
News Release:

Press releases announcing the material changes were issued on February 2, 2007 and February 7,
2007 for Canada wide distribution through a recognized newswire service.

Summary of Material Change:

On February 2, 2007, Universal Energy Group Ltd. (the "Corporation”) completed its initial
public offering of common shares ("Common Shares") of the Corporation. The Corporation
issued 11,363,637 Common Shares at $11.00 per share for gross proceeds of approximately $125
million. At closing, the Corporation also acquired all of the issued and outstanding securities of
Universal Energy Corporation ("UEC") and Terra Grain Fuels Inc. (*TGF").

On February 7, 2007, the Corporation issued an additional 1,704,546 Common Shares at $11.00
per share for gross proceeds of approximately $18.75 million pursuant to the exercise by the
underwriters of their over-allotment option.

Full Description of Material Change:

On February 2, 2007, the Corporation completed its initial public offering of Commaon Shares,
pursuant 10 which the Corporation issued 11,363,637 Common Shares at $11.00 per share for
gross proceeds of approximately $125 million. At closing, the Corporation also acquired all of
the issued and outstanding securities of UEC and TGF.

On February 7, 2007, the underwriters of the initial public offering exercised in full their over-
allotment option, resulting in the issuance of an additional 1,704,546 Common Shares at $11.00
per share for gross proceeds of approximately $18.75 million. The gross proceeds from the
exercise of the over-allotment option were used to pay the deferred purchase price for the
securities of UEC and TGF, resulting in a total purchase price of $111,250,006 in cash and
23,204,544 Common Shares.

The Corporation sells electricity and natural gas in Ontario {through its subsidiary UEC) to
residential, small to mid-size commercial and smail industrial customers and sells natural gas in
Michigan (through its subsidiary Universal Gas & Electric Corporation) to small to mid-size
commercial and small industrial customers. The Corporation {through its subsidiary TGF) is also
constructing an ethanol facility near Belle Plaine, Saskatchewan that is designed to produce
approximately 150 million litres of ethanol annually. The facility is scheduled to be
commissioned and on production tn late December 2007.




L

The Common Shares of the Corporation are listed on the Toronto Stock Exchange under the
symbol "UEG".

Reliance on subsection 7.1(2) or (3) of National Instrument 51-102
Not applicable.

Omitted Information:

Not applicable.

Executive Officer:

Stephen Plummer, Chief Financial Officer of Universal Energy Group Ltd., may be reached by
telephone at (416) 673-1160.

Date of Report:

February 12, 2007



10.

11

ONTARIO SECURITIES COMMISSION FORM 41-501F4
NON-ISSUER FORM OF SUBMISSION TO JURISDICTION
AND APPOINTMENT OF AGENT FOR SERVICE OF PROCESS
Name of issuer (the "lssuer”):
Universal Energy Group Ltd.
Jurisdiction of incorporation of [ssuer:
Canada.

Address of principal place of business of [ssuer:

Suite 1700, 25 Sheppard Avenue West
Toronto, Ontario M2N 656

Description of securities (the "Securities"):

Common Shares.

Date of prospectus (the "Prospectus") under which the Securities are offered:

January 26, 2007.

Name of person filing this form (the "Filing Person™} and Filing Person's relationship to Issuer:
Gary J. Drummond, Executive Chairman, Director and a Promoter of the Issuer.

Jurisdiction of incorporation of Filing Person, if applicable, or jurisdiction of residence of Filing
Person:

Nassau, Bahamas.

Address of principal place of business of Filing Person:
#20 Harbour Breeze Condominiums

Cloister Drive

Paradise Island, Nassau, Bahamas

Name of agent for service of process (the "Agent"):
MacLean Keith, Barristers & Solicitors.

Address for service of process of Agent in Canada (which address may be anywhere in Canada):

2398 Scarth Street
Regina, Saskatchewan S4P 2J7

The Filing Person designates and appoints the Agent at the address of the Agent stated above as
the Filing Person's agent upon whom may be served a notice, pleading, subpoena, summons or
other process in any action, investigation or administrative, criminal, quasi-criminal, or other
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proceeding (a "Proceeding") arising out of, relating to or concerning the distribution of the
Securities made or purported to be made under the Prospectus, and the Filing Person hereby
irrevocably waives any right to raise as a defence in a Proceeding an alleged lack of jurisdiction
to bring the Proceeding.

The Filing Person irrevocably and unconditionally submits to the non-exclusive jurisdiction of (i)
the courts and administrative tribunals of Ontario and (ii) an administrative proceeding in
Ontario, in any Proceeding arising out of, related to or concerning or in any other manner
connected with the distribution of the Securities made or purported to be made pursuant to the
Prospectus.

Until six years after completion of the distribution of the Securities made under the prospectus,
the Filing Person shall file a new Submission to Jurisdiction and Appointment of Agent for
Service of Process in this form at least 30 days before termination, for any reason, of this
Submission to Jurisdiction and Appointment of Agent for Service of Process.

Until six years after completion of the distribution of the Securities under the prospectus, the
Filing Person shall file an amended Submission to Jurisdiction and Appointment of Agent for
Service of Process at least 30 days before a change in the name or address of the Agent.

This Submission to Jurisdiction and Appointment of Agent for Service of Process shall be
governed by and construed in accordance with the laws of the Province of Saskatchewan,

Dated: January 26, 2007

"Gary J. Drummond"

Gary J. Drummond

AGENT

The undersigned accepts the appointment as agent for service of process of Gary J. Drummond under the
terms and conditions of the preceding Submission to Jurisdiction and Appointment of Agent for Service
of Process.

Dated: January 26, 2007

MacLean Keith, Barristers & Solicitors

Per:

"Pat McDonald”
Pat McBDonald
Partner
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ALTFUEL STRATEGIC INVESTMENTS LTD. AND VERTEX ENERGY LIMITED

as TGF Principal Shareholders

and

PRO-TEST ENERGY LTD., RICK FUNK, NED STUDER, GLENDA BOURK, J. DRUMMOND
FARMS INC., RAYMOND VAN DE WOESTYNE, MORIN GROUP INC,, PETER JELLEY,
LEX MINERALS INC.,, TIM WICIJOWSKI, LARRY WRIGHT, RON NUGENT, 101072357
SASKATCHEWAN LTD., LOUIS DUFRESNE, JIM BAIRD, GRANATIER INVESTMENTS

(HARVEY GRANATIER), MICHAEL LANIGAN, DAVE DUNN, JOHN RITCHIE, DAN

MARCE, DGM BANK & TRUST INC., COURTLAND MANAGEMENT LTD., 1401993

ONTARIO LIMITED, MICHAEL SILVER, MORLEY SILVER, MIKE PILON, SHELDON

FRIEDLAND, GEORGE KRIESER, POLLAR MOUNTAIN CORP., PERRY WOLFMAN, L.DL

CORP., YEE ON INVESTMENT COMPANY LTD., OWEN MITCHELL, MARK SILVER, VAN
DE HOLDING CO. LTD., KARAL MANAGEMENT LIMITED, G-5 MANAGEMENT LTD. AND

SUNDOG SERVICES LTD.
as TGF Non-Principal Shareholders
and
TERRA GRAIN FUELS HOLDINGS INC.
and
TERRA GRAIN FUELS INC.

and

INVESTMENT SASKATCHEWAN INC,, FCC VENTURES, A DIVISION OF FARM CREDIT

CANADA, SASKWORKS VENTURE FUND INC. (SASKWORKS DIVERSIFIED),

SASKWORKS VENTURE FUND INC, (SASKWORKS RESOURCES), PRAIRIE VENTURES
LIMITED PARTNERSHIP AND GOLDEN OPPORTUNITIES FUND INC.

and

SEMPRA ENERGY TRADING CORP.
and

UNIVERSAL ENERGY GROUP LTD.

as Purchaser

ACQUISITION AGREEMENT

Febrvary 1, 2007
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ACQUISITION AGREEMENT

Acquisition Agreement dated as of February 1, 2007 among (i) AltFucl Strategic
Investments Ltd. and Vertex Energy Limited (each a "T'GF Principal Shareholder” and, collectively
the "TGF Principal Shareholders™), (ii) Pro-Test Energy Ltd,, Rick Fank, Ned Studer, Glenda Bourk, J.
Drummond Farms Inc., Raymond Van De Woestyne, Morin Group Inc., Peter Jelley, Lex Mincrals Inc.,
Tim Wicijowski, Larry Wright, Ron Nugent, 101072357 Saskatchewan Ltd., Louis Dufresne, Jim Baird,
Granatier Investments (Huarvey Granatier), Michael Lanigan, Dave Dunn, John Ritchie, Dan Marce, DGM
Bank & Trust Inc., Courtland Management Ltd., 1401993 Ontario Limited, Michael Silver, Morley
Silver, Mike Pilon, Sheldon Friedland, George Krieser, Polar Mountain Corp., Perry Wolfman, L.DL
Corp., Yee On Investment Company Ltd., Owen Mitchell, Mark Silver, Van De Holding Co. Ltd., Karal
Management Limited, G-3 Management Lid. and Sundog Services Ltd. (each a "TGF Nen-Principal
Shareholder” and, collectively, the "TGF Non-Principal Shareholders™), (jif) Terra Grain Fuels
Holdings Inc. {("T'GF"), (iv) Terra Grain Fuels Inc. {"T'GF Opco”), (v) Investment Saskatchewan Inc.,
FCC Ventures, A Division of Farm Credit Canada, Saskworks Venture Fund Inc. (Saskworks
Diversified), Saskworks Venture Fund Inc. (Saskworks Resources), Prairie Ventures Limited Partnership
and Golden Opportunities Fund Inc. {each a "T'GF Debentureholder” and, collectively, the "TGF
Debentureholders”), (vi) Sempra Energy Trading Corp. ("Sempra") and (vii) Universal Energy Group
Ltd. (the "Purchaser").

The Parties agree as follows:

ARTICLE 1
INTERPRETATION

1.1 Defined Terms.
In this Agreement, the following terms have the following meanings:

"Accounts Receivable” means all acconnts reccivable, notes receivable and other debts due or accruing
due to either TGF or TGF Opco.

"Additional Indemnitees” means, with respect to any Person to which an indemnity is granted pursuant
to Article 11, its Affiliates and the respective shareholders, directors, officers, scrvants, agents, advisors
and employces of that Person and its Affiliates.

"Affifiate” has the same meaning as "affiliate” under the Securities Act (Ontario).

"Aggregate Purchase Price” has the meaning specified in Section 3.1.

"Agreement" means this acquisition agreement and all schedules and instruments in amendment or
confirmation of it; and the expressions "Article" and "Section" followed by a number mean and refer to
the specified Article or Section of this Agreement.

"Agreement Default" means any misrepresentation or breach of warranty made by a Party, or the failurc
of a Party to perform or observe in any respect any of the covenants or agreements to be performed by

such Party under this Agreement or any Ancillary Agreement.

"Amalgamation” means the amalgamation of TGF and TGF Opco to continue as TGF Amalco pursuant
to Section 184(1) of the CBCA.
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"Ancillary Agreements” means all agreements, certificates, documents and other instruments delivered
or given pursuant to this Agreement.

"applicable privacy laws" means any and all applicable laws relating to privacy and the collection, use
and disclosure of Personal Information in ali applicable jurisdictions, including but not limited to the
Personal Information Protection and FElectronic Documents Act (Canada) andfor any comparable
provincial law (including the Personal Information Protection Act (Alberta) and the Personal Information
Protection Act (B.C.)).

"Assets” means the assets, properties and rights beneficially owned by TGF and TGF Opco.
"Auditor" means KPMG LLP.

"Authorization" means, with respect to any Person, any order, permit, approval, waiver, licence or
similar authorization of any Governmental Entity having jurisdiction over the Person.

"Balance Sheet Date" means September 30, 2006.

“Belle Plaine Facility” means the ethanol facility and related infrastructure and facilities that TGF and
TGF Opco are constructing on the Belle Plaine Facility Location,

"Belle Plaine Facility Location” means the approximately 160 acres of land owned by TGF Opco and
located in the rural municipality of Pense No. 160 near Belle Plaine, Saskatchewan and legally described
as follows:

Surface Parccl #102697072
Reference Land Description: SE Sec 22 Twp 17 Rge 24 W2 Extension 0
As described on Certificate of Title COMI0OBS76A.

“Best Efforts” means the efforts that a prudent Person who desires to complete the transaction would use
in similar circumstances to ensure that a closing occurs as expeditiously as possible without the necessity
of assuming any material obligations or paying any material amounts 10 an unrelated third party.

“Books and Records" mecans all books of account, financial statements, tax records, audit working
papers, general ledgers, personnel records, sales and purchase records, customer and supplier lists, lists of
potential customers, referral sources, research and development reports and records, production reports
and records, equipment logs, operating guides and manuals, business reports, plans and projections and
all other documents, files, correspondence, minute books and corporate records and other information
{whether in written, printed, electronic or computer printout form) relating to TGF, TGF Opco and the
Business.

"Business" means the ethanol business historically carried on by TGF, TGF Opco and their affiliates and
to be carried on by TGF Amalco immediately following the Closing, as described in the Prospectus.

"Business Day"” means any day of the year, other than a Saturday, Sunday or any day on which banks are
required or authorized to close in Toronto, Ontario and Regina, Saskatchewan.

"CBCA" means the Canada Business Corporations Act.

"Closing" means the completion of the transactions contempiated in this Agreement.
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"Closing Date" means the date of closing of the Offering.

"Closing Time" means 8:00 a.m. (Toronto time), on the Closing Date, or such other time as the TGEF
Principal Shareholders and the Purchaser may agree in writing.

"Construction Budget" means the Schedule of Values attached as Appendix 2 to the EPC Contract
specifying the aggregate cost and the cost of the various phases of the construction of Belle Plaine
Facility.

"Construction Schedule” means the Contract Schedule attached as Appendix 8 to the EPC Contract
specifying the anticipated completion of dates of the varicus phases of the construction of Belle Plaine
Facility.

"Contractor” means EllisDon/VCM In Joint Venture, an unincorporated joint venture between Ellis Don
Inc. and VCM Contractors & Engineers Ltd.

"Contracts” means all contracts, including leases of personal property, leases of vehicles, machinery and
equipment, licences, software licences, undertakings, engagements or commitments of any nature, written
or gral, to which either TGF or TGF Opco is entitled or is a party.

"CRA" mcans the Canada Revenue Agency.
"Effective Time" means the effective time of the closing of the Offering on the Closing Datc.

"Employees” means all of the current, active (full-time and part-timc) cmployees and independent
contractors of TGF or TGF Opco.

"Employce Plans" means all employee benefit, fringe benefit, supplemental unemployment benefit,
bonus, incentive, deferred compensation, profit sharing, termination, severance, change of control,
pension, retirement, stock option, stock purchase, stock appreciation, phantom stock, savings, health,
welfare, medical, dental, disability, life insurance and similar plans, programmes, arrangements or
practices relating to the current or former ernployees, officers or directors of either TGF or TGF Opco, or
their respective dependents or beneficiaries, maintained, sponsored or funded by either TGF or TGF
Opco, whether written or oral, funded or unfunded, insured or self-insured, registered or unregistered.

"Environment" mecans the environment or natural environment as defined in any Environmental Laws
and includes air, surface water, ground water, land surface, soil and subsurface strata.

“Envirenmental Approvals” means permits, certificates, licences, authorizations, consents, agreements,
instructions, directions, registrations or approvals required by a Governmental Entity pursuant to an
Environmental Law with respect to the operation of the Business or relating to the Assets.

"Environmental Laws" means all applicable Laws and agreements with Governmental Entitics and all
other statutory requirements relating to public health or the protection of the environment and all
Authorizations, guidelines and policies issued pursuant to such Laws, agreements or statutory
requirements.

"EPC Contract” means the EPC construction contract dated as of September 29, 2006 betwecn TGF, the
Contractor, VCM Contractors & Engineers Ltd. and EllisDon Inc., pursuant to which TGF retained the
Contractor for the design, engineering, procurement, construction and commissioning of the Belle Plaine
Tacility.

G:\0640050001 Material Contracts\Acquisition AgresmentiAcquisition Agreement (terra) 11.doc




"Escrow Agent” means Compulershare Trust Company of Canada, in its capacity as escrow agent under
the Escrow Agreement.

"Escrow Agreement” means the escrow agreement among each of the Vendors, the Purchaser, the
vendors under the Universal Acquisition Agreement and the Escrow Agent in the form attached hereto as
Schedule 9.8(1).

"Exercise Amount” has the meaning specificd in Section 3.3(a).
"Facilitics Locations" means Bellc Plaine Facility Location and the Leased Property.

"Financial Statements” means the consolidated balance sheet of TGE at September 30, 2006 and the
accompanying statements of eamings, retained eamnings and cash flows for the period from incorporation
on April 25, 2006 to September 30, 2006 and all notes thereto as audited by KPMG LLP.

"First Note Purchase Price" has the meaning specified in Scction 3.1(a).

"GAAP" means at any time, accounting principles generally accepted in Canada including those set out in
the Handbook of the Canadian Institute of Chartered Accountants, at the relevant time applied on a
consistent basis,

"Governmental Entity" means (i) any multinational, federal, provincial, state, municipal, local or other
governmental or public department, central bank, court, commission, board, bureau, agency or
instrurnentality, domestic or foreign (ii} any subdivision or authority of any of the foregoing, or (iii) any
quasi-governmental or private body exercising any regulatory, expropriation or taxing authority under or
for the account of or in lieu of any of the above.

"Hazardous Substancc" means any substance or material that is prohibited, controiled or regulated under
any Environmental Laws including any sound, heat, vibration, radialion or other form of energy,
contaminant, pollutant, dangerous substance, toxic substance, designated substance, controtled product,
hazardous waste, subject waste, hazardous material, dangerons good or petroleum, its derivatives, by-
products or other hydrocarbons.

"Indemnified Losses” means all losses, costs, damages, expenses, charges, fines, penalties, assessments,
reassessments or other liabilities whatsoever, but does not include consequential, incidental, loss of
profits or punitive losses, damages or claims.

"Information Technology" means all computer hardware, software (including source code and object
code, documentation, interfaces and development tools), websites, databases, telecommunications
equipment and facilities and other information technology systems owned, used, licensed or held by or
pertaining to TGF or TGF Opco.

"Intellectual Property” means (i) any trade marks, trade names, business names, brand names, domain
names, service marks, computer software, computer programs, copyrights, including any performing,
author or moral rights, designs, inventions, patents, franchises, formulas, processes, know-how,
technology and related goodwill, (ii) any applications, registrations, issued patents, continuations in part,
divisional applications or analogous rights or licence rights therefor, and (iii) all other intellectual or
industrial property.

"Interim Period" means the period between the close of busincss on the date of this Agreement and the
Closing.
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"ITA" means the income Tax Act (Canada).

"Laws" means any and all applicable laws including all statutes, codes, ordinances, decrees, rules,
regulations, municipal by-laws, judicial or arbitral or administrative or ministerial or departmental or
regulatory judgments, orders, decisions, ruling or awards, and general principles of common and civil law
and equity, binding on or affecting the Person referred to in the context in which the word is used.

"Leased Property” mcans the lands and premises listed and described in Schedule 5.1(w) by reference to
their municipal address.

"Lease" means the lease with respect to the Leased Property described in Schedule 5.1(w).

"Licence Agreement” means the licence of technology agreement dated October 22, 2006 between
Delta-T Corporation and TGR pursnant (o which Delta-T Corporation granted TGF the right to use Delta-
T Corporation’s technology for the purposes of constructing, building and the ongoing operation of the
Belle Plaine Facility and the repair, maintenance, optimization and enhancement of the Belle Plaine
Facility.

"Lien" means any mortgage, charge, pledge, hypothecation, security interest, assignment, lien {statutory
or otherwise), title retention agreement or arrangement, restrictive covenant or other encumbrance of any
nature and will include any arrangement or condition which, in substance, secures payment or
performance of an obligation.

"Lock-Up Agreement" means the undertaking from each of the Vendors and from each of the vendors
under the Universal Acquisition Agreement to the Underwriters in the form attached hereto as
Schedule 9.8(]).

"Material Adverse Effect" or "Material Adverse Change" means any effect or change on the
Purchaser, TGF, TGF Opco or the Business, in each case taken as a whole, that is or is reasonably likely
to be materially adverse to: (i) the results of operations, condition (financial or otherwise), asseis,
properties, capital, liabilities (contingent or otherwise), prospects, cash flow, income, business or
operations of the Purchaser, TGF, TGF Opco or the Business, in each case taken as a whole; or (ii) the
ability of TGF Amalco to continue to conduct the Business following Closing substantially in the manner
as currently conducted.

“Material Authorizations" has the meaning specificd in Section 5.1(c).

"Material Contracts” means the contracts which are material to the Business and which are listed and
described in Schedule 5.1(x).

"Material Fact" means, when used in relation to securities issued or proposed to be issued, a fact that
significantly affects or would rcasonably be expected to have a significant cffect on the market price or
value of the securities.

"Material Project Agreements” means the EPC Contract and the Licence Agreement.
"Misrepresentation” means (i) an untrue statement of Material Fact, or (ii} an omission to state a
Material Fact that is required to be stated, or (iii) an omission to state a Material Fact that is necessary to

be stated in order for a statement not to be misteading.

"MK" means Macl_ean Keith, barmisters and solicitors.
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"Non-Resident Vendor" means the Persons listed on Schedule 3.6 as non-residents of Canada for the
purposes of the ITA.

"Notice of Claim" means a notice by a Vendor or the Purchaser, as applicable of a claim for losses
pursvant to Scctions 11.1 or 11.2, as applicable, together with detailed particulars as to the nature and
amount of the claim, the basis upon which it is sought and the provisions of this Agreement applicable to
such claim.

"Offering” means the proposed initial public offering of common shares of the Purchaser as described in
the Prospectus.

"Offering Price” has the meaning specified in the Prospectus.

"Ordinary Coursc" means, with respect to an action taken by a Person, that such action is consistent
with the past practices of the Person and is taken in the ordinary course of the normal day-to-day
operations of the Person.

"Over Allotment Amount” has the meaning specified in Section 3.3.

"Over-Allotment Option" has the meaning specified in the Prospectus.

"Particular Vendor” and “Particular Vendors" have the meaning specified in Section 8.2.

"Parties" means the Vendors, the Purchaser and TGF.

"Permitted Liens" means any one or more of the following:

(a) Liens for taxes, assessments or governmental charges or levies which are not delinquent and for
which adequate reserves have been maintained in TGF's or TGF Opco's financial statements in
accordance with GAAP;

(b) inchoate or statutory Liens of contractors, subcontractors, mechanics, workers, suppliers,

materialmen, carriers and others in respect of the construction, maintenance, repair or operation
of the Assets, provided that such Liens are related (o obligations not due or delinquent, are not
registered against title to any Assets and in respect of which adequate holdbacks are being
maintained as required by applicable Law;

(c) the right reserved to or vested in any Governmental Entity by any statutory provision or by the
terms of any licence, franchise, grant or permit of the Vendor, to terminate any such licence,
franchise, grant or permit, or to require annual or other payments as a condition of their
conlinuance; and

(d) the rights of the relevant lessors provided under each of the Leases and the leases forming part of
the Contracts in each case as permitted by applicable Law.

"Person” means a natural person, partnership, limited liability partnership, corporation, joint stock
company, trust, unincorporated association, joint venture or other entity or Governmental Entity, and
pronouns have a similarly extended meaning.

"Personal Information” means information about an identifiable individual but excludes an individual's

name, position name or title, business telephone number, business address, business e-mail, business fax
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number and other similar business information collected, used or disclosed to contact an individual in
their capacity as an official or employee of an organization.

"Preliminary Transactions” means the transactions described in Sections 2.1(a), 2.1(b), 2.2(a), 2.2(b)
and 2.2(c).

“Prime Rate" means the annual rate of interest designated by the main branch in Toronto of the
Toronto-Dominion Bank as its reference rate for Canadian dollar commercial loans made in Canada and
which is announced by such bank as its prime rate,

"Project" means the development and construction of the Belle Plaine Facility.

"Prospectus” means the final prospectus to be filed with the securities regulatory authorities in each of
the provinces and territories of Canada in connection with the Offering.

"Public Statement” has the meaning specified in Section 15.3.

“Purchase Price Share” and "Purchase Price Shares” have the meaning specified in Section 3.2(b).
"Purchased Entities” means TGF, TGF Opco and, after the Amalgamation, TGF Amalco.
"Purchascd First Notes" has thc meaning specified in Section 2.2(d).

"Purchased Second Notes" has the meaning specified in Section 2.2(d).

"Purchased Notes" mcans the Purchased First Notes and the Purchased Second Notes.

"Purchased Shares” has the meaning specified in Section 2.2(d).

"Purchased Shares Section 116 Withholding Amount" in respect of a particular Non-Resident Vendor
means 25% of the amount (if any) by which the Non-Resident Vendor's portion of the Share Purchase
Price payable hereunder in respect of the Non-Resident Vendor's Purchased Shares exceeds the Section
116 Certificate Limit for the applicable Section 116 Certificate.

"Purchaser” has the meaning specified on the first page of this Agrecment.

"Related Party” means, in reference to a Party: (a) its Affiliates; (b) its directors, officers and employees;
(c)its Affiliates' directors, officers and employees, and (d) its representatives, agents, legal counsel,
copsultants and advisors; provided that prior to Closing, but not thereafter, the Purchased Entities’ officers
and directors will be Related Parties of the Vendor and after Closing, but not prior thereto, the Purchased
Entities' officers and directors will be Related Parties of the Purchaser.

"Release” has the meaning prescribed in any Environmental Law and includes any release, spill, leak,
pumping, pouring, emission, cruptying, discharge, injection, escape, leaching, disposal, dumping, deposit,
spraying, burial, abandonment, incineration, seepage, placement or introduction.

"Restricted Right" means any Contract or Authorization which by its terms requires consent or approval
of the other party or parties thereto or the issuer for completion of the transactions contemplated by this
Agreement or in respect of which the completion of the transactions contemplated by this Agreement will
increase the obligations or decrease the nghts or entitlements of TGF or TGF Opco under such Contract
or Governmental Authorization,
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"Required Consents” means all consents, approvals or authorizations that are required to consummate
the transactions contempiated by this Agreement, the exccution of this Agreement, the Closing or the
performance of any terms of this Agreement, including those sct forth in Schedule 7.5, except those
consents, approvals or authorizations, the absence of which, would not, individually or in the aggregate,
have a Matcrial Adverse Effect.

"Second Note Purchase Price” has the meaning specified in Section 3.1¢(h).

"Section 116 Certificate” means the certificate to be obtained in respect of a "non-resident” as more
particularly described in Section 116 of the ITA.

"Section 116 Certificate Limit" means the certificate limit (as that term is used in subsection 116(2) of
the ITA) as set forth in each Section 116 Certificate required with respect to the applicable Non-Resident
Vendor's Purchased Shares or TGF Amalco Shares, as the case may be, provided however, that until the
applicable Scction 116 Certificate is delivered to the Purchaser, the Section 116 Certificate Limit for such
Section 116 Certificate will be deemed to be zero.

"Section 116 Remittance Date” means the later of (i) the 27th day following the end of the calendar
month in which the Closing Date occurs; and (ii) such later date, in lieu of the deadline specified in
subsection 116(5) of the ITA, that CRA confirms in writing to the Purchaser, in form and substance
acceptable to the Purchaser, acting reasonably, provided that a copy of such confirmation has been
delivered to the Purchascr before the time described in (i) above.

"Sempra” has the meaning specified on the first page of this Agreement.

"Sempra Subscription Price" has the meaning specified in Section 2.2(a).

"Sempra Subscription Shares" has the meaning specified in Section 2.2(a).

"Share Purchase Price" has the meaning specified in Section 3.1(c).

"Survival Period" means:

(a) for the representations and warranties sct forth in Sections 4.1(a), 4.1(b)(i), 4.1(e), 4.1(f), 4.1(g),
4.1(h)and 4.1(i}, an indefinite pericd following the Closing Date;

) for the representation and warranty set forth in Section 5.2, a period of 3 years and 90 days
following the Closing Date;

{c) for the representations and warranties set forth in Section 5.1(1l), a period ending on:

() the expiry of the reassessment period in respect of any laxation years, or similar reporting
periods, of a Purchased Entity which end on or prior to the Closing Date without taking
into account any extension to such periods resulting from any agreement, waiver, act or
omission after Closing; or

(i) if there is no such reassessment period, 2 years following the Closing Date; and

(d) for all other representations and warranties of the Vendors or the Purchaser set forth in this
Agreement or in any Ancillary Agreement, a period of 2 years following the Closing Date.
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"Tax" or "Taxes" means all taxes, dutics, fees, premiums, assessments, levies and other charges of any
kind whatsoever imposed by any taxing or other Governmental Entity, together with all interest and
penalties in respect thereof.

"Tax Returns” includes all returns, reports, declarations, clections, filings, information returns and
statements required to be filed in respect of Taxes.

"TGF" has the meaning specified on the first page of this Agreement.
"TGF Amalco" means Terra Grain Fuels Inc., the corporation to result from the Amalgamation.

"TGF Amalco First Note" and "TGF Amalco First Notes” have the meaning specified in
Section 2.2(c)(i}.

"TGF Amalco New Shares" means the class E common shares of TGF Amalco created pursuant to the
Preliminary Transaction referred to in Section 2.1(b).

"TGF Amalco Second Note" and "I'GF Amalco Second Notes" have the meaning specified in
Section 2.2(c)(ii).

"TGF Amalco Shares" means the common shares in the capital of TGF Amalco after the Amalgamation
and prior to the completion of the Preliminary Transaction described in Section 2.2(c).

"TGF Amalco Shares Section 116 Witkholding Amount” in respect of a particular Non-Resident
Vendor means 25% of the amount (if any) by which the Non-Resident Vendor's portion of the total of the
First Note Purchase Price, the Second Note Purchasc Price and the Share Purchase Price exceed the
Section 116 Certificate Limit for the applicable Section 116 Certificate.

"TGF Debentureholder” and "TGF Debentureholders” have the meaning specified on the first page of
this Agreement.

"TGF Intellectual Property” means the Intellectual Property or Information Technology owned, used,
licensed or held by or pertaining Lo TGF, TGF Opco, the Business or the Assets.

"TGF Non-Principal Shareholder” and "TGF Non-Principal Shareholders” have the meaning
specified on the first page of this Agreement.

“TGF Opco" has the meaning specified on the first page of this Agreement.

"TGF Opco Shares” means all the issued and outstanding shares in the capital of TGF Qpco.

"TGF Opco USA" means the unanimous shareholders' agreement dated August 25, 2006 among TGF,
Investment Saskatchewan Inc., PFM Capital Inc., Saskworks Venture Fund Inc. (Saskworks Diversified),
Saskworks Venture Fund Inc. (Saskworks Resources) and Praine Ventures Fund Limited Partnership, as

shareholders, and TGF Opco, as amended and supplemented.

"TGF Principal Shareholder" and "TGF Principal Shareholders” have the meaning specified on the
first page of this Agreement.

"TGF Shares” means all the issued and outstanding shares in the capital of TGF.
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"“TGF USA" means the unanimous shareholders' agreement dated June 30, 2006 among TGF, the TGF
Principal Shareholders, the TGF Non-Principal Shareholders and others, as amended and supplemented.

"TGF Warrants" means the 983,111 issued and outstanding warrants held by the TGF
Debentureholders, which, npon the issue of the Sempra Subscription Shares, are exercisable to acquire an
aggregate of 1,109,831 Class A common shares of TGF Opco.

"Transaction” means the transactions contemplated by this Agrecment.

"Transaction Costs” means all expenses of or incidental 1o the Offering including, without limitation, -
listing fecs, expenses payable in connection with the qualification of the common shares of the Purchaser
for sale to the public, printing and translation, costs of the certificates, fees of the transfer agent and
registrar, as the case may be, the fees and expenses of counscl for the Purchaser, all fees and expenses of
local counsel, all fees and expenses of the Purchaser's auditors, all costs relating to information meetings
and all costs incurred in connection with the preparation and printing of the Prospectus, the expenses of
the Underwriters (to the extent payable by the Purchaser pursnant to the Underwriting Agreement (as that
term is defined in the Prospectus)) and any other amounts payable to the Underwriters or any of them in
connection with the Offering, the transactions contemplated by this Agreement and the Universal
Acquisition Agreement.

"Underwriters" has the meaning specified in the Prospectus,

"Universal" means Universal Energy Corporation, a corporation incorporated under the laws of the
Province of Ontario.

"Universal Acquisilion Agreement" means the acquisition agreement dated as of Febmary 1, 2007
among Gasco Holdings Inc., 1663749 Ontario Limited, UEC, Sempra, the Purchaser and others.

"Vendors" means the TGF Principal Shareholders, the TGF Non-Principal Sharcholders, the TGF
Debentureholders and Sempra and "Vendor" means any one of them.

"Warrant Exercise Price” has the meaning specified in Scction 2.2(b)().

“Warrant Exercise Shares" has the meaning specified in Section 2.2(b).

"Warranties" means those warranties and guarantees which are or will be issued in connection with the
Belle Plaine Facility, as contained in the Material Project Agreements and "Warranty" means any one of
them.

1.2 Gender and Number.

Any reference in this Agreement or any Ancillary Agreement to gender includes all
genders and words importing the singular number only will include the plural and vice versa.

1.3 Headings, etc.
The provision of a Table of Contents, the division of this Agreement into Articles and

Sections and the insertion of hcadings are for convenient reference only and are not to affect its
interpretation.
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14 Currency.

All references in this Agreement or any Ancillary Agreement to dollars, unless otherwise
specifically indicated, are expresscd in Canadian currency.

15 Certain Phrases, etc.

In this Agreement and any Ancillary Agreement (i) (y) the words "including” and
"includes" mean "including (or inclodes) without limitation”, and (z) the phrase "the aggregate of", "the
total of", "the sum of", or a phrase of similar imeaning means "the aggregate (or total or $um), without
duplication, of”, and (ii) in the computation of periods of time from a specified date to a later specified
date, unless otherwise expressly stated, the word "from” means "from and including” and the words "to"
and "until” each mean “to but excluding”.

1.6 Knowledge.

Where any representation or warranty of a Vendor, the Vendors or TGF is expressly
qualified by reference to knowledge or awareness (or similar qualification) it will be deemed to refer Lo
the actnal knowledge of such Vendor or Vendors or TGF (after reviewing all relevant records and making
due inquires regarding the relevant matter of all relevant directors, officers and employees of such Party
and, as applicable, the relevant senior managers of TGF and TGF Opco).

1.7 Accounting Terms.

All accounting terms not specifically defined in this Agreement will be interpreted in
accordance with GAAP.

1.8 Incorporation of Schedules.

The schedules attached to this Agreement will, for all purposes of this Agreement, form
an integral part of it.

ARTICLE 2
PURCHASE AND SALE

2.1 Action by Parties - Pre-Closing.

Prior to the Closing, TGF, TGF Opco, the TGF Principal Shareholders and the TGF Nen-
Principal Shareholders, as applicable, will, as integral parts of the transactions contemplated hereby,
cause the following to occur in the order listed:

(a) TGF, TGF Opco, the TGF Principal Shareholders and the TGF Non-Principal Sharcholders, as
the case may be, will enter into and complete, or cause to be entered into and completed, the
Amalgamation, and cause a Certificate of Amalgamation in respect thereof to be issued by
Industry Canada; and

(b) Each of the TGF Principal Shareholders and the TGF Non-Principal Shareholders will approve
the special resolution of the shareholders of TGF Amalco in the form attached hereto as
Schedule 2.1(b), and TGF Amalco and the TGF Principal Shareholders will irnmediately
thercafter cause to be filed with Industry Canada Articles of Amendment under the CBCA with
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respect thereto and cause a Certificate of Amendment in respect thereof to be issued by Industry
Canada.
Action by Parties - Closing.

Subject to the terms and conditions of this Agreement, at the Closing Time, bui effective

as at the Effective Time, the following will occur in the order listed:

(a}

(b}

©

(@

Sempra will complete its subscription for and pay TGF Amalco in respect of, and TGF Amalco
will issue to Sempra, 1,109,831 TGF Amalco Shares (the "Sempra Subscription Shares") at a
price of $5.00 per TGF Amalco Share, for an aggregate subscription price of $5,549,155
(the "Sempra Subscription Price™).

Each of the TGF Debentureholders will exercise their respective TGF Warrants and pay to TGF
Amalco the exercise prices in respect thercof and TGF Amalco will issue to the TGF
Debentureholders the TGF Amalco Shares in respect thereof (collectively the "Warrant Exercise
Shares"), being, for greater certainty:

i) an aggregate 983,111 TGF Amalco Shares at an exercise price of $4.50 per TGF Amalco
Share, for an aggregate exercise price of $4,424,000; and

(ii) an aggregate 126,720 TGF Amalco Shares at an ¢Xercise price of $5.00 per TGF Amalco
Share, for an aggregate exercise price of $633,600 (together with the cxercise price
referred to in Section 2.2(b)(i), the "Warrant Exercise Price").

Each of the Vendors will sell, assign and transfer to TGF Amalco and TGF Amalco will purchase
from the Vendors the TGF Amalco Shares owned by the Vendors in consideration of:

(i) the issuance by TGF Amalco to each of the Vendors other than Peter Jelley of a non-
interest bearing demand promisscry note (each a "TGF Amalco First Note" and,
collectively, the "TGF Amalco First Notes") each in the principal amount set forth
opposite the name of the respective Vendors other than Peter Jelley in Schedule A,
having an aggregate principal amount of $31,450,000, and in a form determined by the
purchaser, acting reasonably;

(i) the issuance by TGF Amalco to each of the Vendors other than Peter Jelley of a non-
interest bearing demand promissory note (each a "TGF Amalco Second Note" and,
collectively, the "T'GF Amalco Second Notes") each in the principal amount set forth
opposite the name of the respective Vendors other than Peter Jelley in Schedule A,
having an aggregate principal amount of $6,375,002, and in a form determined by the
purchaser, acting reasonably; and

(iliy  the issuance by TGF Amalco to each of the Vendors of that number of TGF Amalco New
Shares set forth opposite the name of the respective Vendors in Schedule A, aggregating
11,098,311 TGF Amalco New Shares.

Each of the Vendors will scll, assign and transfer to the Purchaser, and the Purchaser will
purchase and accept from each of the Vendors, the TGF Amalco First Notes, the TGF Amalco
Second Nates and the TGF Amalco New Shares set forth opposite the name of each such Vendor
in Schedule A, totalling $31,450,000 in principal amount of TGF Amalco First Notes
(collectively, the "Purchased First Notes"), $6,375,002 in principal amount of TGF Amalco
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Second Notes (collectively, the "Purchased Second Notes") and 11,098,311 TGF Amalco New
Shares (collectively, the "Purchased Sharcs™).

ARTICLE 3
PURCHASE PRICE

Purchase Price.

The aggregate purchase price (the "Aggregate Purchase Price") payable by the

Purchaser to the Vendors for the Purchased Notes and the Purchased Shares will be $124,609,997,
allocated as follows:

(2)

(b)

()

3.2

(2)

{b)

33

the aggregate purchase price (the "First Note Purchase Price") payable by the Purchaser to the
Vendors for the Purchased First Notes will be $31,450,000;

the aggregate purchase price (the "Second Note Purchase Price") payable by the Purchaser to
the Vendors for the Purchased Second Notes will be $6,375,002; and

the aggregate purchase price (the "Share Purchase Price") payable by the Purchaser 1o the
Vendors for the Purchased Shares will be $86,784,995.

Payment of the First Note Purchase Price and the Share Purchase Price.

At the Closing, the First Note Purchase Price will be paid and satisfied by way of the Purchaser
paying, or arranging for the payment of, by wire transfer toc MK in trust on behalf of the Vendors,
of the amounts set forth opposite the name of the respective Vendors set forth in Schedule A,
aggregating $31,450,000.

At the Closing, the Share Purchase Price will be paid and satisfied by way of the issuance by the
Purchaser to each of the Vendors of that number of common shares of the Purchaser (each
a "Purchase Price Share" and, collectively, the "Purchase Price Shares") set forth opposite the
name of the respective Vendors in Schedule A, aggregating 7,889,545 Purchase Price Shares.
The Vendors acknowledge and agree that such Parchase Price Shares will be:

{1 in the case of Vendors other than Non-Resident Vendors, delivered to the Escrow Agent
and held in escrow pursuant to the terms of the Escrow Agreement; and

(i) in the case of each of the Non-Resident Vendors, withheld by the Purchaser pursuant to
Section 3.6(b). Upon completion of the dispositions, if any, of each such Non-Resident
Vendor's withheld Purchase Price Shares purstant to Section 3.6, the Purchaser will pay
the balance, if any, of such Non-Resident Vendor's withheld Purchase Price Shares to the
Escrow Agent to be held in escrow pursuant to the terms of the Escrow Agreement.

Payment of Sccond Note Purchase Price and Over Allotment Matters,

A further amount of $6,375,002 (the "Over Alotment Amount™), on account of the

Second Note Purchase Price, will be payable by the Purchaser to the Vendars within 30 days after the
Closing Time, paid and allocated as follows:

(@)
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0] to the extent that the Over-Allotment Option is exercised by the Underwriters, the
Purchaser will, subject to Section 3.3(a)(ii), pay to MK in trust on behalf of the Vendors,
in the relative proportions set forth in Schedule A, the cash proceeds received by the
Purchaser on the exercise of the Over-Allotment Option by the Underwriters
(the "Exercise Amount");

(i) if a portion of the Exercise Amount would otherwise be payable by the Purchaser to Peter
Jelley in cash pursuant to Section 3.3(a)(i), such amount will not be paid in cash to Peter
Jelley but will be paid by the Purchaser to Peter Jellcy in respect of the purchase of his
respective Purchased Sccond Note hereunder, by way of the issvance to Peter Jelley of
that number of common shares of the Purchaser calculated and delivered, musatis
mutandis, in the manner set forth in Section 3.3(b); and

()] the Purchaser will issue to the Vendors, in the relative proportions set forth in Schedule A, that
number of common shares of the Purchaser as is equal to (A) the Over Allotment Amount minus
the Exercise Amount, divided by (B) the Offering Price. The Vendors acknowledge and agree
that such common shares of the Purchaser will be delivered to the Escrow Agent and held in
escrow pursuant to the terms of the Escrow Agreement.

For greater certainty, the Parties acknowledge and agree that all amounts payable by the
Purchaser pursuant to this Section 3.3 will be in respect of the purchase of the Purchased Second Notes
and payment of the Second Note Purchase Price.

34 No Effect on Other Rights.

The determination of each of the Note Purchase Price and the Share Purchase Price in
accordance with the provisions of this Article 3 will not limit or affect any other rights or causes of action
either (he Purchaser or any of the Vendors may have with respect to the representations, warranties,
covenants and indemnities in its favour contained in this Agreement.

35 Tax Election.

(a) In respect of each of the Vendors that at any time hereafter delivers a duly completed
Form T2057 and any documents required in support thereof, with respect to the purchase of the
Purchased Shares hereunder, the Purchaser agrees to enter into a joint election with such Vendor
pursuant to subsection 85(1) of the ITA in the prescribed form, at an agreed amount determined
by such Vendor, provided such agreed amount is within the parameters set out in the ITA and
provided further that such Vendor will bear full responsibility and liahility for filing such joint
election with the CRA, irrespective of whether such joint election is filed within or outside the
time period prescribed under subsection 85(6) of the ITA.

{b) Fach of the Vendors acknowledges and agrees that the Purchaser will have no responsibility or
liability in respect of any assessment or reassessment which may arise as a result of an election
made in accordance with the provisions hereof. Each of the Vendors further agrees that it will
indemnify and save harmless, the Purchaser from and against any and all assessments,
reassessments, penalties, losses and expenses incurred by the Purchaser as a result of the filing of
any elections pursuant to this Section 3.5 with respect to such Vendor.
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Section 116 Matters — Purchased Shares.

Delivery of the Section 116 Certificates, Subject to this Section 3.6, each Non-Resident Vendor
will take all reasonable steps to obtain and deliver a Section 116 Cerlificate to the Purchaser on or
before the Closing Date.

Section 116 Withholding. If either (i)a Section 116 Certificate specifying a Section 116
Certificate Limit in an amount that is not less than the portion of the Share Purchase Price
payable hereunder in respect of the applicable Non-Resident Vendor's Purchased Shares or (i1) a
Section 116 Certificate specifying a Section 116 Certificate Limit in an amount that is not less
than the total of the Non-Resident Vendor's First Note Purchase Price, the Second Note Purchase
Price and the Share Purchase Price, is not delivered to the Purchaser at or before the Closing, the
Purchaser (on behalf of itself and TGF Amalco) will withhold the Purchase Price Shares that
would have otherwise been delivered to the Non-Resident Vendor in payment of the Share
Purchase Price otherwise payable hereunder to the Non-Resident Vendor at the Closing and such
Purchase Pricc Shares will be held and disbursed by the Purchaser in accordance with the
following provisions of this Section 3.6.

Section 116 Payments to the CRA. If a Non-Resident Vendor's Purchase Price Shares are
withheld under Section 3.6(b) and the Purchaser has received confirmation from the CRA that the
CRA will issue a Section 116 Certificate to the applicable Non-Resident Vendor if an amount not
exceeding the net amount for which the Non-Resident Vendor's Purchase Price Shares could be
sold is received by the Receiver General of Canada before the Section 116 Remittance Date,
which confirmation has been communicated to the Purchaser and is, in form and substance,
acceptable to the Purchaser, acling reasonably, the Purchaser will then dispose of, in any manner
it sees fit, a sufficient portion of such Non-Resident Vendor's Purchase Price Shares in order to
pay that amount and pay that amount to the Receiver General of Canada solely for purposes of
obtaining the applicable Section 116 Certificate and subject 1o the condition that any part of that
amount not so applied and not returned by the Receiver General of Canada to the Purchaser will
be applied to the Purchaser's remittance obligation under subsection 116(5) of the ITA. The
Purchaser will make reasonable efforts to effect an arangement with the CRA to make the
payment described in this Section 3.6(c) and the Scction 116 Certificate issuance to occur on a
simultaneous basis.

Payments to Non-Residents. If a Non-Resident Vendor's Purchase Price Shares are withheld
under Section 3.6(b) and, before the Section 116 Remittance Date, the Non-Resident Vendor
delivers to the Purchaser a Section 116 Certificate in respect of such Non-Resident Vendor's
Purchased Shares and in respect of such Non-Resident Vendor's TGF Amalco Shares, both of
which arc satisfactory to the Purchaser, acting reasonably, the Purchaser will promptly deliver to
such Non-Resident Vendor: (i) the Non-Resident Vendor's Purchase Price Shares if such Section
116 Certificates are issued pursuant to subsection 116(4) of the ITA; or (i) where Section 3.6(c)
does not apply, the Non-Resident Vendor's Purchase Price Shares less such number of the Non-
Resident Vendor's Purchase Price Shares having an aggregate value, determined by the
Purchaser, acting reasonably, equal to the aggregate of (x) the product of (A)the amount by
which the portion of the Share Purchase Price payable hereunder in respect of the applicable Non-
Resident Vendor's Purchased Shares exceeds the amount specified in such Non-Resident
Vendor's Section 116 Certificate in respect of the Non-Resident Vendor's Purchased Shares as the
Section 116 Ceruificate Lirmit or proceeds of disposition, and (B) 25%, and (y) the product of {A)
the amount by which the Non-Resident Vendor's share of the total of the First Note Purchase
Price, the Second Note Purchase Price and the Share Purchase Price exceeds the amount specified
in such Non-Resident Vendor's Section 116 Certificate in respeet of the Non-Resident Vendor's
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TGF Amalco New Shares as the Section 116 Certificate Limit or proceeds of disposition, and (B)
25%, if either such Section 116 Certificate is issued pursuant to subsection 116(2) of the ITA.

Remittances to the CRA. If the Purchaser has withheld a Non-Resident Vendor's Purchasc Price
Shares pursuant to Scction 3.6(b) and a Non-Resident Vendor does not deliver to the Purchaser,
(i) any Section 116 Certificate, or (ii}a Section 116 Certificate under subsection 116(2) or
subsection 116(4) of the ITA in respect of both the Purchased Shares and the TGF Amalco Shares
of the Non-Resident Vendor that {A) in the case of the Purchased Shares, specifics a Section 116
Certificate Limit or proceeds of disposition cqual to or greater than the portion of the Share
Purchase Price payable hereunder in respect of the applicable Non-Resident Vendor's Purchased
Shares, (B) in the case of the TGF Amalco Shares, specifies a Section 116 Certificate Limit or
proceeds of disposition equal to or greater than the total of the First Note Purchase Price, the
Second Note Purchase Price and the Share Purchase Price, and (C) in both cases is otherwise
satisfactory to the Purchaser, acting reasonably, the Purchaser will dispose of, in any manner it
sees fit, a sufficient portion of such Non-Resident Vendor's Purchase Price Shares, in order to
enable the Purchaser to remit to the Receiver General of Canada, on or before the Section 116
Remittance Date, the applicable Purchased Shares Section 116 Withholding Amount or TGF
Amalco Shares Section 116 Withholding Amount, as the case may be, and the amount so remitted
will be credited to the Purchaser as a payment to such Non-Resident on account of the Share
Purchase Price.

Interest. Concurrently with the payments pursuant to Section 3.6(d) or Section 3.6(e), if
applicable, the Purchaser will pay to each applicable Non-Resident Vendor (on a pro rata basis)
the interest, if any, earned on the proceeds, if any, arising on the disposition of the applicable
Purchase Price Shares, while on deposit with the Purchaser to the date of that payment (less any
Tax required to be withheld and remitted to a Governmental Entity).

Confirmations. The Purchaser will provide each applicable Non-Resident Vendor with proof
that the applicable Purchase Price Shares and the interest, if any, camed thereon while held by the
Purchaser, have been disbursed by the Porchaser in accordance with the provisions of this Section
3.6.

ARTICLE 4
REPRESENTATIONS AND WARRANTTES OF THE VENDORS

Representations and Warranties of the Vendors.

Each of the Vendors severally (and not jointly or jointly and severally) represents and

warrants as follows to the Purchaser and acknowledges and confirms that the Purchaser is relying upon
the following representations and warranties in completing the transactions contemplated by this
Agreement.

(a)

Existence and Qualification. If the Vendor is a corporation, (i) it is duly organized and validly
existing and in good standing with respect to the filing of annual returns under the Laws of its
Jjurisdiction of incorporation, (i) it has full power and authority to own its property, to carry on its
business in each jurisdiction in which it operates, (iii) it has full power and authority to enter into
and perform its obligations under this Agreement and each of the Ancillary Agreements to which
it is a party, and (iv) it is duly qualified, licensed or registered to carry on business in all
jurisdictions where the nature of the property owned by it or the business carried on by it makes
such qualification necessary, and has full legal right under the Laws of all such jurisdictions to
own its property and to carry on the business carried on by it, except to the extent that failure to
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be so qualificd or to have any such right has not had or would not reasonably be expected to have
a Material Adverse Effect.

Validity of Agreement. The execution, delivery and performance by the Vendor of this
Agreement and each of the Ancillary Agreements to which it is a party:

(1) if it is a corporation, have been duly authorized by all nccessary corporate action on the
part of it;
(i) do not (or would not with the giving of notice, the lapse of time or the happening of any

other event or condition) require any consent or approval under, result in a breach of,
default under or a violation of, or conflict with, or allow any other Person to exercise any
rights under, if it is a corporation, any of the terms or provisions of its constating
documents or by-laws, or any material contracts or instruments to which it is a party or
pursuant to which its respective Purchased Notes or its respective Purchased Shares may
be affected, other than those consents or approvals which have been obtained or will be
obtained by the Vendor on or prior to Closing;

(iii)  will not result in the violation of any Law;

(iv)  will not constitute a default under, or result in a violation of any judgment, order, writ,
injunction or decree of any Governmental Entity to which such Vendor is subject; and

(v) will not result in any right of first refusal becoming effective or the imposition of a Lien
on any of the TGF Shares, the Purchased Shares or the Purchased Notes.

Autherizations. There is no requirement for or on the Vendor to make any filing with, give any
nolice to, or obtain any Authorization of, any Governmental Entity as a condition to the lawful
completion of the transaclions contemplated by this Agreement.

Execution and Binding Obligation. This Agreement and each of the Ancillary Agreements to
which the Vendor is a party has been duly executed and delivered by it and constitutes legal, valid
and binding obligations of it enforceable against it in accordance with their respective terms
subject only to any limitation under applicable Laws relating to (i) bankruptcy, winding-up,
insolvency, arrangement and other similar Laws of general application affecting the enforcement
of creditors' rights, and (ii) the discretion that a court may exercise in the granting of equitable
remedies such as specific performance and injunction.

TGF Shares. The TGF Shares set forth opposite the name of the Vendor in Schedule A are all of
the TGF Shares awned by the Vendor and the Vendor is the beneficial owner of record, with
good and marketabie title, of such TGF Shares, free and clear of all Liens other than restrictions
on transfer in the articles and the TGF USA and there are no actions, suits, proceedings or clatms
pending or, to the knowledge of the Vendor, threatened with respect to or in any manner
challenging the ownership or disposition of such securities or the exercise of any rights which are
derived or attached thereto.

Purchased Shares. The Purchased Shares set forth opposiie the name of the Vendor in
Schedule A will, immediately afier the completion of the Preliminary Transactions, be all of the
Purchased Shares owned by the Vendor. The percentage of Purchased Shares that will be owned
by the Vendor immediately after the completion of the Preliminary Transactions is set out on
Schedulc A. Immediately after the completion of the Preliminary Transactions, the Vendor wiil
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be the beneficial owner of record of such Purchased Shares, with good and marketable title
thereto, free and clear of all Liens other than restrictions on transfer in the articles and the TGF
USA and there are no actions, suits, proceedings or claims pending or, to the knowledge of the
Vendor, threatened with respect to or in any manner challenging the ownership or disposition of
such securities or the exercise of any rights which are derived or attached thereto. The Vendor
has the exclusive right to dispose of such Purchased Shares as provided in this Agreement,

Purchased Notes. The Purchased Notes set forth opposite the name of the Vendor in Schedule A
will, immediately after the completion of the Preliminary Transactions, be all of the Purchased
Notes owned by the Vendor. The percentage of Purchased Notes that will be owned by the
Vendor immediately after the completion of the Preliminary Transactions is set out on
Schedule A, Immediately after the completion of the Preliminary Transaclions, the Vendor will
be the beneficial owner of record of such Purchased Notes, with good and marketable title
thereto, free and clear of all Liens and there are no actions, suits, proceedings or claims pending
or, to the knowledge of the Vendor, threatened with respect to or in any manner challenging the
ownership or disposition of such securities or the exercise of any rights which are derived or
attached thercto. The Vendor has the exclusive right to dispose of such Purchased Notes as
provided in this Agreement and such disposition will not violate, contravene, breach or offend
against or result in any default under any contract, charter or by-law provision, order, judgment,
decree, licence, permit or Law, to which the Vendor is a party or subject or by which the Vendor
is bound or affected.

Pre-Emptive Rights - Shares. Except pursvant to this Agreement and the TGF USA (it being
acknowledged that the reference hercin to the TGF USA is subject to Section 9.10), no Person has
any agreement or option or any right or privilege (whether by law, pre-emptive right, contract or
otherwise) capable of becoming an agreement, option, right or privilege for the purchase or other
acquisition {from the Vendor of any of the TGF Shares or Purchased Shares set forth opposite the
name of the Vendor in Schedule A or any interest therein.

Pre-Emptive Rights — Purchased Notes. No Person has any agreement or option or any right or
privilege (whether by law, pre-emptive right, contract or otherwise) capable of becoming an
agreement, option, right or privilege for the purchase or other acquisition from the Vendor of any
of its respective Purchased Notes set forth opposite the pame of the Vendor in Schedule A or any
interest therein.

Residence of the Vendor. Unless it is a Non-Resident Vendor, the Vendor is not a non-resident
of Canada within the meaning of the TTA,

No Finder's Fee. The Vendor has not taken, and it agrees that it will not take, any action that
would cause the Purchaser or any of its affiliates to become liable for any claim or demand for a
brokerage commission, finder's fee or other similar payment in connection with the transactions
conternplated hereby, other than with respect to any underwriter's fees as described in the
Prospectus.
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ARTICLE 5
REPRESENTATIONS AND WARRANTIES OF
THE TGF PRINCIPAL SHAREHOLDERS AND TGF
Representations and Warranties of the TGF Principal Shareholders and TGF.

Each of the TGF Principal Shareholders and TGF severally (and not jointly or jointly and

severally) represents and warrants as follows to the Purchaser and acknowledges and confirms that the
Purchaser is relying upon the representations and warranties in completing the transactions contemplated
by this Agreement.

Corporate Matters

(a)

(b)

Existence and Qualification. Each of TGF and TGF Opco is a corporation duly organized and
validly existing and in good standing with respect to the filing of annval retums under the Laws
of the federal jurisdiction of Canada, being its jurisdiction of incorporation. Each of TGF and
TGF Opco has full power and authority to own its property, 1o carry on its business in each
jurisdiction in which it operates and, in the case of TGF, to enter into and perform its obligations
under this Agreement and each of the Ancillary Agreements to which it is a party. Each of TGF
and TGF Opco is duly qualified, licensed or registered to carry on business in all jurisdictions
where the nature of the property owned by it or the business carried on by it makes such
qualification necessary, aod has full legal right under the Laws of all such jurisdictions to own its
property and to carry on the business carried on by it, except to the extent that failare to be so
qualified or to have any such right has not had or would not reasonably be expected to have a
Material Adverse Effect.

Validity of Agreement. The execution, delivery and performance by TGF of this Agreement and
each of the Ancillary Agreements to which it is a party:

(i) have been duly authorized by all necessary corporate action on the part of it;

(it) do not (or would not with the giving of notice, the lapse of time or the happening of any
other event or condition) require any consent or approval under, result in a breach of,
defanlt under or a violation of, or conflict with, or allow any other Person to exercise any
rights under, any of the terms or provisions of its constating documents or by-laws or any
material contracts or instruments to which it is a party or pursuant to which any of the
Assets or the Business may be affected, other than those consents or approvals which
have been obtained or will be obtained by TGF on or grior to Closing;

(i)  will not result in the violation of any Law;

(iv) will not result in a breach of, or cause the termination or revocation of, any Authorization
held by TGF or TGF Opco or necessary to the ownership of the Assels or the operation of
the Business;

(v} will not result in the termination or amendment of any Material Contract;

(vi)  will not constitute a default under, or result in a violation of any judgment, order, writ,
injunction or decree of any Governmental Entity; and
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(vil)  will not result in any right of termination or first refusal becoming effective or the
imposition of a Licn, other than Permitted Liens, on any of the Assets,

Authorizations. There is no requirement for or on TGF or TGF Opco to make any filing with,
give any notice to, or obtain any Authorization of, any Governmental Entity or Person as a
condition to the lawful completion of the transactions contemplated by this Agreement, except for
the filings, notifications and Authorizations indicated as such and described in Schedule 5.1(c).
TGF and TGF Opco own, hold, possess and lawfully use in the operation of the Business all
Authorizations that are, in any manner, necessary for it to conduct the Business as presently or
previously conducted or for the ownership and use of the Asseis in compliance with all applicable
Laws except for failures to do so which individuvally or in the agpregate would not have a
Matenial Adverse Effect (the "Material Authorizations™). All Material Authorizations are listed
in Schedule 5.1(c). BEach Material Anthorization is valid, subsisting and in good standing and
TGF and TGF Opco are in compliance with ail terms, conditions and expectations of each such
Material Authorization and no act, condition or event has occurred which would constitute a
default under any such Material Authorization, or which would permit (whether immediately or
with the giving of notice or the lapsc of time or both) the Governmental Entity or Person issuing
or granting such Authorization to ferminate, or vary adversely the terms conditions or
expectations of, or exercise any right or remedy under, or impose any penalty with respect to, any
such Material Authorization and none of the same contains any term, provision, condition or
limitation which be reasonably likely to have a Material Adverse Effect or materially adversely
restrict the construction or operation of the Belle Plaine Facility, and, to the knowledge of the
TGF Principal Shareholders or TGF, no proceeding is pending or threatened to revoke or limit
any Material Authorization. To the knowledge of the TGF Principal Shareholders or TGF, there
are no grounds that would justify any Governmental Entity or Person amending, suspending,
cancelling, revoking or invalidating any such Authorizations or would justify any charge,
administrative or monetary penaity, order or other proceeding against either of TGF or TGF Opco
or the Business.

Execution and Binding Obligation. This Agreement and each of the Ancillary Agreements to
which TGF or TGF Opco is a party has been duly executed and delivered by it and constitutes
legal, valid and binding obligations of it enforceable against it in accordance with their respective
terms subject only to any limitation under applicable Laws relating to (i) bankruptcy, winding-up,
insolvency, arrangement and other similar I.aws of general application affecting the enforcement
of creditors' rights, and (ii) the discretion that a court may exercise in the granting of equitable
remedies such as specific performance and injunction.

Restrictive Covenants. Neither TGF nor TGF Opco is a party to or bound or affected by or
subject to any contract, agreement, undertaking, commitment, charter or by-law, Law or
Governmental Authorization (other than a contract, agreement, undertaking or commitment
cntered into pursuant (o Article 8 of this Agreement or which would not have a Material Adverse
Effect):

@® limiting the freedom of either TGF or TGF Opco to (A) compele in any line of business
or any geographic area, (B) acquire goods or services, (C) sell goods or services 10 any
customer or potential customer, or (D) transfer or move any of its assets or operations;

(ii) that would be violated, breached by, or under which default would occur or a Lien would,
or with notice or the passage of time would, be created, or in respect of which the .
obligations of TGF or TGIF Opco will increase aor the rights or entitlements of TGF or
TGEF Opco will decrease or any obligation on the part of TGF or TGF Opco to give notice
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to any Governmental Entity will arise, as a result of the execution and delivery of, or the
performance of obligations under, this Apgreement or any Ancillary Agreement, except
for such violations, breaches, defaults, Liens, increases in obligations or decreases in
rights or entitlements or obligations to give notice which do not have a Material Adverse
Effect; or

(iiil)  which has a Material Adverse Effect.

Capitalization

69

(®

(h)

®

)

Authorized and Issued TGF Shares. The authorized capital of TGF is an unlimited number of
class A common voting shares, an unlimited number of class B common non-voting shares, an
unlimited number of class C redeemable preferred non-voting shares and an unlimited number of
class D redeemable retractable preferred non-voting shares and the issued and outstanding TGF
Shares arc as set forth in Schedule A, and all of the TGF Shares set forth as issued are duly and
validly issued and are fully paid and non-assessable and are registered as set forth in such
Schedule.

Authorized and Issued TGF Opco Shares. The authorized capital of TGF Opco is an unlimited
number of class A common voting shares, an unlimited number of class B common non-voling
shares, an unlimited number of class C redeemable preferred non-voting shares and an unlimited
number of class D tedeemable retractable preferred non-voting sharesand the issued and
outstanding TGF Opco Shares are as follows:

shareholder number and class of shares
TGEF 8,878,649 class A common voting

and all of the TGF Opco Shares set forth above as issued are duly and validly issued and are fuolly
paid and non-assessable and are registered as set forth above.

Authorized and Issued TGF Amalco Shares. Immediately after the completion of the
Preliminary Transactions, the authorized capital of TGF Amalco will be an unlimited number of
class A common voling shares, an unlirnited number of class B common non-voting shares, an
unlimited number of class C redeemable preferred non-voting shares and an unlimited number of
class D redeemable retractable preferred non-voting shares and the issued and outstanding shares
in the capital of TGF Amalco will be as set forth in Schedule A, and all of the shares in the capital
set forth therein as issued will be duly and validly issued and will be fully paid and non-
assessable and registered as set forth in such Schedule.

Pre-Emptive Rights. Except pursnant to this Agreement and as set forth in the descriptien of the
Preliminary Transactions in Section 2.2, no Person has any agreement or option or any right or
privilege (whether by law, pre-emptive right, contract or otherwise) capable of becoming an
agreement, option, right or privilege, including, without limitation, any convertible security,
warrant or convertible obligation of any nature, for the purchase, subscription, allotment or
issuance of any of the uvnissued shares of TGF or TGF Opco or, after the completion of the
Preliminary Transactions, TGF Amalco.

No Restrictions on Transfer. There are no restrictions in either the constating documents or the
by-laws of TGF, nor in any unanimous shareholders' agreement or voting trust agreement or other
similar collateral agrcement, which would affect the transferability of TGF Shares, the TGF
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Amalco Shares or the TGF Amalco New Sharcs from the Vendors to the Purchaser, other than the
consent of the dircctors of TGF Amalco, and which will not have been complied with at Closing.

General Matters Relating to the Business

&)

Conduct of Business in Ordinary Course. Since the Balance Sheet Date the Business has been
carried on in the Ordinary Course and in compliance, in all material respects, with all applicable
Laws, and, except for those matters of the following types which would not have a Material
Adverse Effect, neither TGF nor TGF Opco has:

®

(i)

(iii)

(iv)
)

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

experienced any change in its financial condition, operations or prospects other than
changes in the Ordinary Course, none of which has had a Material Adverse Effect

incurred or assurned or paid or discharged any material obligation or material Liability
(direct or contingent), except for current obligations and liabilities incurred in the
ordinary and normal course of business;

except in the Ordinary Course, made any material wage or salary increases or paid any
bonus or other amounts in respect of the Employees;

hired or dismissed any senior employees or hired or dismissed more than 20 Employees;

granted any bonuses, whether monetary or otherwise, or made any general wage or salary
increases in respect of its Employees or changed the terms of employment for any
Employee or entered into a written contract with any Employee, except, in each case, in
the Ordinary Coursc;

directly or indirectly, engaged in any fransaction, made any loan or entered into any
arrangement with any officer, director, partner, shareholder, Employee (whether current
or former or retired), consultant, independent contracior or agent of TGFE or TGE Opco or
any other Person not dealing at arm's length with it;

waived or cancelled any rights or claims or made any gift;

except in the Ordinary Course, sold or otherwise disposed of any fixed or capital assets
(other than dispositions having a fair market value, in the case of any single sale or
disposition, less than $100,000);

except in the Ordinary Course, made, or made any commitments to make, any capital
expenditures (other than capital expenditures, in the case of any single capital
expenditure, less than $100,000);

incurred or assumed any obligation or liability (fixed or contingent), except those
unsecured current obligations and liabilities incurred in the Ordinary Course, none of
which has a Material Adverse Effcct;

discharged or satisfied any Lien, or paid any obligation or liability (fixed or contingent)
other than liabilities included in the Financial Statements and liabilities incurred since the
Balance Sheet Date in the Ordinary Course;
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(xii)  incurred or experienced any damage, destruction, loss, virus or dental of service attack,
Information Technology failure, undergone any labour dispute, organizing drive,
application for certification or other event, development or condition of any character that
materially affects the business, assets, properties or future prospects of the Business;

(xiii) tramnsferred, assigned, sold or otherwise disposed of any of the assets shown or reflected
in the Financial Statcments or cancelled any debts or entitlements except, in each case, in
the Ordinary Course;

(xiv) mortgaged, pledged, subjected to Lien, granted a Lien, or permitted 10 exist any Lien or
otherwise encummbered any of the Assets other than in the Ordinary Course;

(xv)  amended or terminated any Material Contract;

(xvi) suffered an extraordinary loss, or waived or omitted to take any action in respect of any
rights of matenial valve, or entered into any material commitment or transaciion not in the
Ordinary Course;

(xvii) amended its articles of incorporation, charter, by-laws or other governing documents;
(xvii1) entered into, assumed or become subject to any contract out of the Ordinary Course;

(xix)  directly or indirectly, declared or paid any dividends (other than in the Ordinary Course
and consistent with past practice) or declared or made any other distribution of its
securitics or assets or, directly or indirectly, redeemed, purchased or otherwise acquired
any of its shares or agreed to do so or reduced its stated capital in any manner or
purchased, acquired, cancelled or redeemed, or agreed to purchase, acquire, cancel or
redeem, any outstanding shares or securities;

fxx)  made any change in its accounting policies; or
(xxi) authorized or agrecd or otherwise become committed to do any of the foregoing.

No Material Adverse Change. Since the Balance Sheet Date there has not been any Material
Adverse Change with respect to either TGF or TGF Opco or the Business.

Contracts with Non-Arm's Length Persons. Except as set forth in the Prospectus, as at
Closing, there will be no existing material Contracts or material amrangements to which either
TGF or TGF Opco is a party in which either TGF or TGF Opco, any director or officer of either
TGF or TGF Opco or any other Person not dealing at arm's length with either TGF or TGF Opco,
or any director or officer of TGF or TGF Opco has an interest, whether directly or indirectly,
including arrangements for the payment of management or consulting fees of any kind
whatsoever.

No Obligations to Existing Sharcholders. Neither TGF nor TGF Opco has any obligations to
any of its shareholders or their respective affiliates which would in any way affect the Purchaser
or the transfer of the Purchased Shares or the Purchased Notes to the Purchaser hereunder or the
operation of the Business by TGF Amalco after Closing, other than: (i) as disclosed in the
Prospectus, and (ii) such obligations which will be terminated at the Effective Time.
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Compliance with Laws. Each of TGF and TGEF Opco, as applicable, is conducting and has
always conducted the Business in compliance with all applicable Laws of each jurisdiction in
which the Business is carried on, other than acts of non-compliance which, individually or in the
aggregate, would not be material.

No Finder's Fee. Neither TGE nor TGF Opco has taken, and it agrees that it will not take, any
action that would cause the Purchaser or any of its affiliates to become liable for any claim or
demand for a brokerage commission, finder's fee or other similar payment in connection with the
transactions contemplated hereby, other than with respect to any underwriter's fees as described
in the Prospectus.

Matters Relating to the Asscts

(@)

()

(s)

®

(v)

Sufficiency of Assets. The Assets include all material rights and property necessary to carry on
the Business after the Closing substantially in the same manner as it was conducted peior to the
Closing. The net working capital (as determined in accordance with GAAP) of the Business as at
the date hereof and set forth in the relevant Books and Records is sufficient to carry on the
Business after the Closing substantially in the same manner as it was conducted prior to the
Closing. The only properly interests necessary for the development and operation of the Belle
Plaine Facility are the property interests of TGF or TGF QOpco, as the case may be, in the Belle
Plaine Pacility Location.

Title to the Purchased Assets. The Assets (1) constitute all of the assets nsed by TGF and TGF
Opco in carrying on the Business, and (i) include all of the property and assets set forth in or
reflected in the balance sheet forming part of the Financial Statements, other than assets acquired
since the Balance Sheet Date or sold, transferred or otherwise disposed of in accordance with this
Agreement since the Balance Sheet Date. TGF or TGF Opco, as applicable, has legal and
beneficial ownership of the Assets free and clear of all Liens except for Permitted Liens. No
other Person owns any property and assets which are being used in the Business except for (i) the
Leased Properties, and (ii) personal property (including vehicles, machinery and equipment)
leased by TGF or TGF Opco, as applicable, pursuant to the Contracts.

No Options, etc. No Person has any written or oral agreement, option, understanding or
commitment, or any right or privilege capable of becoming such for the purchase from TGF or
TGF Opco, as applicable, of any of the Assets.

Condition of Tangible Assets. The buildings, structures, vchicles, machinery, equipment,
computers and other tangible personal property owned or used by TGF or TGF Opco are
structurally sound, in good operating condition and repair having regard to their use and age and
are adequate and suitable {or the uses to which they are being put. None of such buildings,
structures, vehicles, machinery, equipment or other property are in need of maintenance or repairs
except for ordinary routine maintenance and repairs that are not material in nature or cost.

Belle Plaine Facility.

@ The existing and proposed uses of the Belle Plaine Facility are in compliance with, in all
material respects, all applicable laws.

(i) There are no restrictions imposed by applicable Laws or by agreement which conflict
with the proposed acquisition, development, construction, maintenance and operation of
the Belle Plaine Facility or which would give rise to a Material Adverse Effect; the Belle
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Plaine Facility Location is now, or will be, zoned and otherwise regulated and serviced to
permit construction and operation of the Belle Plaine Facility in accordance with the EPC
Contract.

Neither TGF nor TGF Opco has received notice of any proposed rezoning of all or any
part of the Belle Plaine Facility or the Belle Plaine Facility Location that would be
reasonably likely to have a Material Adverse Effect on the construction or operation of
the Belle Plaine Facility.

Neither TGF nor TGF Opco has received notice of any expropriation of all or any part of
the Belle Plaine Facility or the Belle Plaine Facility Location.

The location of any buildings or other improvements on the Bcelle Plaine Facility
Location are, to the extent they have been constructed, within the boundary lines of the
Belle Plaine Facility Location and are in compliance with all applicable setback
requirements.

There are no outstanding judgments, writs of execution, seizures, injunctions or directives
against it nor any work orders or directives or notices of deficiency capable of resulting
in work orders or directives with respect to the Belle Plaine Facility.

The Contractors have been paid for work that they or their subcontractors have performed
to date in connection with the construction of the Belle Plain Facility as billed to TGF or
TGF Opco by the Contractor. Neither TGF nor TGF Opco has received notice of any
claims for construction liens or builders’ liens with respect to work or services performed
or materials supplied in connection with the Belle Plaine Facility which claims have not
been fully satisfied and, if registered, vacated from the title to the Belle Plaine Facility
Location, and no privilege or claim (other than inchoate liens under The Builders' Lien
Act (Saskatchewan) in respect of which it has not received any written notice) which with
the giving of notice, lapse of time or registration has arisen in respect of any supply of
services or materials which would constitute an "improvement” (as defined in The
Builders' Lien Act (Saskatchewan)) on the Belle Plaine Facility Location or any part
thereof. All required holdbacks under the The Builders' Lien Act (Saskatchewan) have
been withheld by TGF and TGF Opco, as applicable, in accordance with The Builders'
Lien Act (Saskatchewan).

All utility services necessary for the construction of the Belle Plaine Facility and the
operation and use of the Belle Plaine Facility for its intended purposes are, or will be,
available, including but not limited to water supply, sewer facilities, gas, electric and
telephone facilities.

All material Avthorizations required for the construction or operation of the Belle Plaine
Facility in accordance with the Material Project Agreements have been obtained, other
than those Authorizations not required until a later stage of the construction of the Belle
Plain Facility or until substantial completion of the Belle Plainc Facility, and those not
yet obtained may be reasonably expected to be received in the ordinary course of
business prior to the date when required to permit the completion of the transactians
provided for in the Material Project Agreements and to complete the construction of, and
allow for the operation of, the Belle Plaine Facility.
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x) The Construction Budget fully and fairly prescnts the matters dealt with in such budget,
within the Project scope fully provides for all work and services which are necessary to
complete the development and construction of the Belle Plaine Facility and contains a
reasonable estimatc of all costs incurred or to be incurred in connection with the
development and construction of the Belle Plaine Facility and has not been amended. To
the knowledge of the Vendors and TGF, the aggregate cost of the construction of the
Belle Plaine Facility will be as set out in the Construction Budget and, except in the event
of any change in the scope of the Project, no other costs, which not reflected in the
Construction Budget, are expected to be incurred in the construction of the Belle Plaine
Facility.

(xi)  The Construction Schedule fully and fairly presents the matters dealt with in such
schedule, within the Project scope fully provides for all work and services which are
necessary to complete the development and construction of the Belle Plaine Facility and
contains a reasonable estimated timetable of the development and construction of the
Belle Plaine Facility and has not been amended. To the knowledge of the Vendors and
TGF, each of the targets and dcadlines set out in the Construction Schedule that can, as of
the datc hereof, be met have been met and those not yet met can be met.

(xi1)  The disclosure in the Prospectus under the headings "Business of TGF —~ Design and
Construction” and "Business of TGF - Net Operating Costs" fully and fairly presents the
matters dealt with in such sections, contains 2 reasonable estimate of all work and
services which are necessary to own, maintain and operate the Belle Plaine Facility and
contains a reasonable estimate of all costs incurred or to be incurred in connection with
the ownership, maintenance and operating of the Belle Plaine Facility.

{xiii} The Matertal Project Agreements constitute the only agreements which are material to the
construction and development of the Belle Plaine Facility and there are no plans,
specifications or agreements for the construction and development of the Belle Plaine
Facility other than the Material Project Agreements. To date, the construction and
development of the Belle Plaine Facility has been in accordance with the drawings and
specifications set out in the Material Project Agrecments.

(xiv) The entire Belle Plaine Facility is being designed, developed, constructed, tested and put
into commercial opecration within the scope of work undertaken by the Contractors
pursuant to, and as defined ipn, the Material Project Agreements and TGF Opco bas
delivered to the Contractors all information and documents which are necessary or
desirable to permit the Contractors to fulfil their obligations under the Material Project
Agreements or to fully design, develop, construct and test the Belle Plaine Facility
pursuant to the terms and within the time frames provided for in the Material Project
Agrecments.

(xv)  To the knowledge of the TGF Principal Shareholders or TGF, to the Material Project
Agreements fully and fairly present the scope of the Project as of the date hereof and, to
the knowledge of TGF Principal Shareholders and TGF, no material changes to the scope
of the Project are proposed or contemplated.

(xvi)  Other than the Warranties, there are no other material warranties issued or to be issued in

connection with the Belle Plaine Facility and, to the best of its lmowledge all of the
Warranties are in full force and effect.
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No Insolvency or Bankruptcy Proceedings. Neither TGF nor TGF Opco is insolvent or has
committed any act of bankrupicy, proposed any compromise or arrangement or taken any
proceeding with respect thereto and no encumbrancer or receiver has taken possession of any of
either TGF's or TGF Opco's property, nor is any of the foregoing, to the knowledge of the TGF
Principal Shareholders or TGF, pending or threatened.

Leases. Neither TGF nor TGF Opco is a party to, or under any agreement to become a party to,
any leases with respect to real property that is used or to be used in the Business other than the
Leuse, a copy of which has been provided to the Purchaser. The Lease is in good standing, creates
a good and valid leasehold estate in the Leased Property thereby demised and is in full force and
effect. With respect to the Lease (1) all rents and additional rents have been paid, (ii) no waiver,
indulgence or postponement of the lessee's obligations has been granted by the lessor, (iii) there
exists no event of defanlt or evenlt, occurrence, condition or act which, with the giving of notice,
the lapse of time or the happening of any other event or condition, would become a default under
the Lease, (iv) to the knowledge of the TGF Principal Shareholders or TGF, all of the covenants
to be performed by any other party under the Lease have been fully performed, (v) all accounts
for work and services performed and materials placed or furnished upon or in respect of the
Leased Property at the request of either TGF or TGF Opco have been fully paid and satisfied, and
no Person is entitled to claim a lien under any Law in respect of work performed or materials
provided to any real property against the Leased Property or any part thereof, other than current
accounts in respect of which the payment due date has not yet passed, and (vi) the Leased
Property is fully serviced by all public and privale utility services that are necessary for the
operation of the Business and has snitable access to public roads, and there are no outstanding or,
to the knowledge of the TGF Principal Shareholders or TGF, any proposed levies, charges or fees
assessed against the Leased Property by any public authority (including development or
improvement levies, charges or fees). Schedule 5.1(w) contains, in respect of the Lease, a
description of the leased premises (by municipal address), the term of the Lease and the rental
payments under the Lease.

No Breach of Material Contracts. The Material Contracts are the only contracts material to the
Business. Fach of the Material Contracts has been duly authorized, executed and delivered by
TGF or TGF Opco, as applicable, and, to the knowledge of the TGF Principal Shareholders or
TGF, each of the other parties thereto and constitutes legal, valid and binding obligations of TGF
or TGF Opco, as applicable, and, to the knowledge of the TGF Principal Shareholders or TGF,
cach of the other parties thereto enforceable against them, subject only to limitations under
applicable Laws relating to (i) bankruptcy, winding-up, insolvency, arrangement and other similar
Laws of general application affecting the enforcement of creditors' rights, and (ii) the discretion
that a court may exercise in the granting of equitable remedies such as specific performance and
injunction. Each of TGF and TGF Opco has performed in all material respects ail of the
cbligations required to be performed by it, and is entitled to all benefits under, and is not in
default of any Material Contract. Each of the Material Contracts is in full force and effect,
unamended, and there exists no default or event of defanlt or event, occurrence, condition or act
{(including the completion of the Preliminary Transactions and the purchase of the Purchased
Sharcs and the Purchased Notes) which, with the giving of notice, the lapse of time or the
happening of any ather event or condition, would become a default or event of default under any
Material Contract other than any requirements to obtain the consent to assignment of the other
party. True, correct and complete copies of all Material Contracts have been delivered to the
Purchaser.

Accounts Receivable, The Accounts Receivable are bona fide and represent amounts due with
respect to actual arm's length transactions entered into in the Ordinary Course, and the Accounts
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Receivable are not, or will not be, as the case may be, subject to any setoff or counterclaim. The
applicable reserves for doubtful accounts set forth in the Financial Statements are made in
accordance with GAAP.

No Breach of Other Contracts. Neither TGF nor TGF Opco bas materially violated or
materially breached any of the terms or conditions of any Contract (provided that this
representation and warranty will not apply to the Material Contracts), and to the knowledge of the
TGEF Principal Shareholders or TGF, all the covenants to be performed by any other party to such
Contract have been fully performed in ali material respects.

Intellectual Property Rights. The material TGF Intellectual Property is owned by, or validly
licensed to, TGF or TGF Opco, as applicable, as set forth in Schedule 5.1(aa). TGF or TGF
Opco, as applicable, has the sole and exclusive right to use the trademarks listed in
Schedule 5.1(aa) and has not licenced or otherwise authorized any other Person to use any of the
other TGF Intellectual Property. To the knowledge of the TGF Principal Shareholders or TGF,
the conduct of the Business does not materially infringe upon the Intellectual Property of any
other Person and no such infringement has been alleged by any Person. To the knowledge of the
TGF Principal Shareholders or TGF, no other Person is infringing upon the TGF Intellectual
Property. Each of TGF and TGF Opco has 1aken all commercially reasonable precautions and
made all commercially reasonable efforts to protect the TGF Intellectual Property (including the
making of registrations and filings with Governmental Entities where appropriate) and to secure
the confidentiality of its proprietary information. Neither the execution nor the consummation of
the tramsactions contemplated by this Agrecment will adversely affect the TGF Intellectual

Property.
Information Technology. The Information Technology:
(i) is suitable for the purposes for which it is being used;

(ii) is complete and no other computer hardware, software, system or other information
technology is needed to carry on the Business;

(iii) is free from known material defects or deficiencies; and

(iv) to the knowledge of the TGF Principal Shareholders or TGF, does not contain any
disabling mechanisms or protection features which are designed to disrupt or prevent the
use of the Information Technology, including computer viruses, time locks or any code,
instruction or device that may be used without authority to access, modify, delete or
damage any of the Information Technology.

No material upgrade to or replacement of the Information Technology after the Closing Date has
been approved by either TGF or TGF Opco.

Financial Matters

{ce)

(dd)

Books and Records. All accounting and financial Books and Records have been fully, properly
and accurately kept and completed in all material respects.

Financial Statements. The Financial Statements have becn prepared in accordance with GAAP
applied on a basis consistent with those of previous fiscal years and each presents fairly:-

G:\D6400M0001\Material Contracts\Acquisition Agreement\Acquisition Agreement (terra) 11.doc



(ee)

(D

(i)

29

the assets, liabilitics (whether accrued, absolute, contingent or otherwise} and the
financial position and condition of TGF and TGF Opco on a consolidated basis, as at the
date of the Financial Statements; and

the sales and earnings and results of operations of TGF and TGF Opco on a consolidated
basis, during the periods covered by the Financial Statements.

True, corrcct and cormplete copies of the Financial Statements have been provided by the TGEF
Principal Shareholders and TGF to the Purchaser.

Absence of Undisclosed Liabilities. Since the Balance Sheet Date, neither TGF nor TGF Opco
has incurred any liabilities or obligations {whether accrued, absolute, contingent or otherwise),
which continue to be outstanding, except (A) as disclosed in the Financial Statements, and (B) as
incurred in the Ordinary Course and which do not have a Material Adverse Effect.

Particular Matters Relating to the Business

()

Envirenmental Matters.

®

(i)

(iii)

(iv)

)

All operations of TGF and TGF Opco have been and are now, in compliance with ail
Environmental Laws. Any Release by either TGF or TGF Opco of any Hazardous
Substance, including from the Business or the Assets, into the Environment comphed and
complies with all Environmental Laws.

All Environmental Approvals have been obtained, are valid and in full force and effect,
have been and are being complied with, and there have been and are no proceedings
commenced or threatened to revoke or amend any Environmental Approval.

Neither TGF nor TGF Opco has ever been prosecuted for or convicted of any offence
under any Environmental Law, nor has cither TGF or TGF Opco been found liable in any
proceeding to pay any fine, penalty, damages, amount or judgment to any Person as a
result of any Release or threatened Release or as a result of the breach of any
Environmental Law, and 10 the knowledge of the TGE Principal Sharcholders or TGP
there is no basis for any such proceeding or action.

Neither TGF nor TGF Opco has been required by any Governmental Entity to (i) alter
any of the Facilities Locations in a material way in order to be in compliance with
Environmental Laws, or (ii) perform anoy environmental closure, decommissioning,
rehabilitation, restoration or post-remedial investigations, on, about, or in connection with
any real property and the Facilities Locations and the Business are in compliance with
Environmental Laws.

To the knowledge of the TGF Principal Shareholders or TGF, without conducting any
investigation other than a review of its own records:

(A) none of the Facilities Locations (i) has cver been used by any Person as a waste
disposal site or as a licensed landfill, or (i1) has ever had asbestos-containing
materials, PCBs, radioactive substances or aboveground or underground storage
systems, active or abandoned, located on, at or under them;
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(B) no properties adjacent to any of the Facilities Locations contain Hazardous
Substances in danger of migration to the Facilities Locations where such
Hazardous Substances could, if it migrated to a Facility Location, have a Material
Adverse Effect on the Facilities Locations; and

(© there are no Hazardous Substances located in the ground or in groundwater under
any of the Facilitics Locations.

Employees.

(@

(1)

(i)

(iv)

)

(vi)

(vii)

Each of TGF and TGF Opco is in material compliance with all terms and conditions of
employment and all Laws respecling employment including pay equity, wages and hours
of wark, occupational health and safety and there are no outstanding claims, complaints,
investigations or orders under any such Laws.

Neither TGF nor TGF Opco has or is engaged in any unfair labour practice and no unfair
labour practice complaint, grievance or arbitration proceeding is pending or, to the
knowledge of the TGF Principal Shareholders or TGF, threatened against either TGF or
TGF Opco.

No collective agreement currently exists or 15 being negotiated by either TGF or TGF
Opco or any other Person.

No trade union, council of trade umions, ¢cmployee bargaining agency or affiliated
bargaining agent holds bargaining rights with respect to either TGF or TGF Opco, the
Business or to any of the Employees by way of certification, interim certification,
voluntary recognition, or succession rights, or has applied or, to the knowledge of the
TGF Principal Shareholders or TGF, threatened to apply to be certified as the bargaining
agent of any of thc Employees. To the knowledge of the TGF Principal Shareholders or
TGF there are no threatened or pending union organizing activities involving either TGF
or TGF Opco, the Business or the Employees. There is no labour strike, dispute, work
slowdown or stoppage pending or involving or, to the knowledge of the TGF Principal
Shareholders or TGF, threatened against either TGF or TGF Opco and no such event has
occurred within the last three years.

All amounts due or accrued due for all salary, wages, bonuses, commissions, vacation
with pay, and benefits under the Employee Plans have either been paid or arc accurately
reflected in the Books and Records.

Except as otherwise previously disclosed by the Vendor to the Purchaser, no Employece
has any agreement as to length of notice or severance payment required to terminate his
or her employment, other than such as results by Law from the employment of an
employee without an agreement as to notice or severance.

There are no outstanding assessments, penalties, fines, liens, charges, surcharges, or other
amounts due or owing pursuant to any workplace safety and insurance/workers'
compensation legislation in respect of TGF or TGF Opco or the Business and neither
TGF nor TGF Opco has been reassessed in any material respect under such legislation
during the past three years, and to the knowledge of the TGF Principal Sharcholders or
TGF no audit of the Business is currcntly being performed pursuant to any applicable
workplace safety and insurance/workers' compensation legistation. There are no claims
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or potential claims that may materially adversely affect either TGF's or TGF Qpco's
accident cost experience pursuvant to any applicable workplace and insurance/workers'
compensation legislation, regulations or rules.

The TGF Principal Shareholders and TGF have provided to the Purchaser all orders and
inspection reports under applicable provincial Occupational Health and Safety legislation
("OHSA") relating to TGF, TGF Opco and the Business. There are no charges pending
under OHSA in respect of either TGF or TGF Opco or the Business. Each of TGF and
TGF Opco has complied in all material respects with any orders issued under OHSA and
there are no appeals of any orders under OHSA currently outstanding,

Employee Plans.

®

i)

(i1}

(v)

™

(vi)

(¥ii)

(viii)

(ix)

(x)

The TGEF Principal Shareholders and TGF have furnished to the Purchaser true, correct
and complete copies of all the Employee Plans as amended as of the date hereof, together
with all related documentation, including, without limitation, funding and investment
agreements, all summary plan descriptions and employee booklets,

No Employee Plan is a registered plan or is a plan that is required by Law to be
registered.

TGF or TGF Opco, as applicable, may unilaterally amend or terminate, in whole or in
part, each Employee Plan, subject only to approvals required by Law.

All contributions or premiums required to be paid by TGF or TGF Opco, as applicable,
under the terms of each Employce Plan or by Law have been made in a timely fashion in
accordance with such Law and the terms of the Employee Plans. Neither TGF nor TGF
Opco has any liability (other than liabilities accruing after the Closing Date) with respect
to any of the Employee Plans.

None of the TGF Principal Shareholders or TGF has knowledge of any fact, condition or
circumstance since the delivery of the documents described in Section 5.1(hh)(i) that
would materially affect the information contained therein and, in particular and without
limiting the generality of the foregoing, no commitments to improve or otherwise amend
any Employee Plan have been made except as required by applicable Laws.

There are no going concern unfunded actuarial liabilities, past service unfunded liabilities
or solvency deficiencies respecting the Employee Plans.

None of the Employee Plans (other than pension plans) provide benefits to retired
employees or to the beneficiaries or dependants of retired employees.

All employee data that has been provided by the Vendor to the Purchaser is true and
correct as of the date of this Agreement and the TGF Principal Shareholders will notify
the Purchascr of any changes thereto prior to the Closing Date.

All of the Employee Plans are and have been established, qualified, invested,
administered and amended, in all respects, in accordance with its terms and all Laws,

None of the Employee Plans is subject to any pending investigation, examination or other
proceeding, action or claim initiated by any regulatory autherity, or by any other party
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(other than routine claims for bencfits), and, to the knowledge of the TGF Principal
Sharehalders or TGF, there exists no state of facts which could reasonably be expected to
give rise to any such investigation, examination or other proceeding, action or claim.

Insurance. Each of TGF and TGF Opco maintains insurance policies with responsible insurers
as are appropriate to the Business in such amounts and against such risks as are customarily
carried and insurcd against by prudent owners of comparable businesses. All such policies of
insurance coverage are in full force and effect. Neither TGF nor TGF Opco is in default with
respect to any of the provisions contained in any such insurance policy and has not failed to give
any notice or present any claim under any such insurance policy in due and timely fashion. The
TGF Principal Shareholders and TGF are not aware of any circumstances in respect of which any
Person could make a claim under any insurance policy. True, correct and complete copies of all
such insurance policies have been delivered to the Purchaser and are listed on Schedule 5.1(ii).

Litigation. Except for such of the following matters as would not have a Material Adverse
Effect, there are no (i) actions, suits or procecdings, at Law aor in equity, by any Person,
(i) grievance, arbitration or alternative dispute resolution process, or (iii) administrative or other
proceeding by or before (or to the knowledge of the TGF Principal Shareholders or TGF, any
investigation by) any Governmental Entity, pending, or, to the knowledge of the TGF Principal
Shareholders or TGF, threatened against or affecting either TGF or TGF Opco, the Business or
any of the Assets, and none of the TGF Principal Shareholders or TGF knows of any valid basis
for any such action, complaint, grievance, suit, proceeding, arbitration or investigation. Neither
TGF nor TGF Opco is subject 1o any judgment, order or decree entered in any lawsuit or
proceeding nor has either TGF or TGF Opco settled any claim prior to being prosecuted in
respect of it. Except for such matters as would not have a Material Adverse Effect, neither TGF
nor TGF Opco is the plaintiff or complainant in any action, suit or proceeding.

Indebtedness. Except as set out in the Prospectus, neither TGF nor TGF Opco has any
outstanding bonds, debentures, notes, mortgages or other indebtedness for borrowed money
(which, for greater certainty, excludes capital leases and other conditional sales arrangements)
and neither TG nor TGF Opco has agreed to create or issue any bonds, debentures, notes,
mortgages or other indebtedness for borrowed money.

Taxes.

) Each of TGF and TGF Opco has duly and timely (i) filed with the appropriate
Governmental Entity or agency in the manner prescribed by Law all Tax Returns
required to be filed by it and such Tax Returns are true, complete and accurate in all
material respects; (i) paid all Taxes (including instalments) due and payable by it and
made adequate provision in the Financial Statements and accounts thereof for all Taxes
payable for the periods reflected thercin for which Tax Returns are not yet required to be
filed and will make adequate provision in the Books and Records of TGF for all Taxes
payable in respect of the periods ending on or before the Closing Date; (iii) withheld and
remitted to the appropriate Governmental Entities all amounts reguired to be withheld by
it in respect of the Tax liability of any other Person; and (iv) withheld from any amount
paid to or credited by it to or for the account or benefit of any Person, including any of its
officers and directors and any non-resident Person, the amount of all Taxes and other
deductions required by any Law to be withheld from any such amount and has duly and
timely remitted the same to the appropriate taxing or other Govermnmental Entity or
agency. Notices of assessment of Canadian federal and provincial income tax liabilities
of TGF or TGF Opco have been issued for all taxation years ending on or prior to date of
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last completed financial ycar ended more than six months prior to this Agreement, and
each of TGF and T'GF Opcoe are current with respect to its filing of returns for goods and
services taxes payable pursuant to the Excise Tax Act (Canada). There arc no claims,
actions, suits, audits, proceedings, investigations or other actions pending or, to the
knowledge of the TGF Prncipal Shareholders or TGF, threatened in respect of Taxes.

(i1) Neither TGF nor TGF Opco is a party to any current agreement or other arrangement
with any taxation authority and there are no waivers or objections extending the statutory
period or providing for an extension of time with respect to the assessment or
reassessment or payment of Taxes payable by TGF or TGF Opco or Tax Retums required
to he filed by TGF or TGF Opco.

(1)  Neither TGF nor TGF Opco is engaped m any discussions or negotiations with any
taxation authorities in respect of its Taxcs.

{iv)  Except tor reserves for Taxes accruing in the current fiscal year, the reserves and accrued
liabilities disclosed on or reflected in the Financial Statements and the Books and
Records are sufficicent in all respects to provide for the liabilities in respect of which they
have been established. Adequate provision will be made in the Books and Records of
TGF for all Taxes accruing in the current fiscal year.

52 Prospectus Disclosure.

Each of the TGF Principal Shareholders severally (and not jointly or jointly and
severally) represents and warrants to the Purchaser, and acknowledges and confirms that the Purchaser is
relying upon these representaiions and warranties in completing the transactions contemplated by this
Agreement, that the Prospectns constitutes full, tnic and plain disclosure of all Material Facts relating to
the Purchaser, TGF, TGF Opco, the Business and the common shares of the Purchaser, and the
Prospectus (other than information therein relating sclely to the Underwriters) does not centain any
Misrepresentation.

ARTICLE 6
REPRESENTATIONS AND WARRANTIES OF THE PURCHASER

6.1 Representations and Warranties of the Purchaser.

The Purchaser represents and warrants as follows to each of the Vendors and
acknowledges and confirms that each of the Vendors is relying upon such representations and warranties
in completing the transactions contemplated by this Agreement.

(a) Existence and Qualification. The Purchaser is a corporation duly organized and validly existing
and in good standing with respect to the filing of annual returns under the Laws of the federal
jurisdiction of Canada, being its jurisdiction of incorporation. The Purchaser is or will be within
the time periods required by applicable Laws, registered as an extra-provincial corporation in
each of the Provinces in which such registration is so required pursuant to applicable Laws. The
Purchaser has full power and authority to enter into and perform its obligations under this
Agresment and each of the Ancillary Agreements to which it is a party.

(b) Validity of Agreement. The execution, delivery and performance by the Purchaser of this
Agreement and each of the Ancillary Agreements to which it is a party:
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() have heen duly authorized by all necessary corporate action on the part of the Purchaser;

(ii) do not (or would not with the giving of notice, the lapse of tirne or the happening of any
other event or condition) require any consent or approval under, result in a breach or a
violation of, or conflict with, any of the terms or pravisions of its constating documents
or by-laws or any contractls or instruments to which it is a party or pursuant to which any
of its assets or property may be affected; and

(ii1) will not result in the violation of any Law.

Execution and Binding Obligation. This Agreement and each of the Ancillary Agreements to
which the Purchaser is a party have been duly executed and delivered by the Purchaser and
constitute legal, valid and binding obligations of the Purchaser, enforceable against it in
accordance with their respective terms subject only to any limitation under applicable Laws
relating to (i) bankruptcy, winding-up, insolvency, arrangement and other similar Laws of general
application affecting the enforcement of creditors' rights, and (ii) the discretion that a court may
cxercise in the granting of equitable remedies such as specific performance and injunction.

GST Registration, The Purchaser is a registrant for the purposes of the tax imposed under Part
IX of the Excise Tax Act (Canada).

No Finder's Fee. The Purchaser has not taken, and it agrees that it will not take, any action that
would cause any of the Vendors or any of their respective affiliates to become liable for any
claim or demand for a brokerage commission, finder's fee or other similar payment in connection
with the transactions contemplated hereby, other than with respect to any underwriter's fecs as
described in the Prospectus.

ARTICLE 7
PRE-CLOSING COVENANTS OF THE PARTIES

Conduct of Business Prior to Closing.

During the Interim Period, TGF will, and the TGF Principal Shareholders will cause TGF and
TGE Opco, as applicable, to, conduct the Business only in the Ordinary Course and in accordance
with applicable Law, including paying and discharging the liabilitics of the Business in
accordance and consistent with past practice.

Without limiting the generality of Section 7.1(a), TGF will, and each of the TGF Principal
Shareholders will cause TGF and TGF Opco to:

(1) use its Best Efforts to preserve intact its current business organization, keep available the
services of the Employees and agents of the Business and maintain good relations with,
and the goodwill of, suppliers, customers, landlords, creditors, lessors, distributors and all
other Persons having business relationships with TGF and TGF Opco;

(ii) continue and keep in full force and effect all insurance coverage currently held by TGF
and TGF Opco;

(1id) confer with the Purchaser concerning operational matters of a material nature relating to
the Business;
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(iv)  use its Best Efforts to retain possession and control of the Assets and preserve the
confidentiality of any confidential or proprietary information relating to the Business;

(v) use its Best Efforts to conduct the Business so as not to cause or perrmit to exist a breach
of any representations and warranties of the Vendors contained in the Agreemeng;

{vi) not, without the prior written consent of the Purchaser, take any of the actions, do any of
the things or perform any of the acts described in Secton 5.1(k);

(vil) cooperate with the Purchaser and use Best Efforts to obtain and diligently assist the
Purchaser in obtaining all necessary consents, approvals and anthorizations under any
applicable Law pertaining to the transactions contemplated by this Agreement;

(vili) promptly advise the Purchaser orally and, if then requested, in writing (i) of any fact or
any change in the business, operations, affairs, assets, labilities, capitalization, financial
condition or prospects of TGF or TGF Opco that could have a Material Adverse Effect;
(1) of any breach by the Vendors of any covenant or agreement contained in this
Agreement; and (iii) of any death, disability, resignation, termination of employment or
other departure of any senior officer of TGF or TGF Opco; and

(ix)  otherwise periodically report to the Purchaser concerning the state of TGF, TGF Opco,
the Business and the Assets.

Access for Due Diligence.

TGF will and the TGF Principal Sharcholders will cause TGF and TGF Opco to (i) permit the
Purchaser and its cmployees, counsel, agents, accountants or other representatives, during the
Interim Period, to have free and unrestricted access during normal business hours and upon
reasonable notice to (A) the premises of TGF and TGF Opco, (B) the Assets and, in particular to
any information, including alt Books and Records whether retained by TGF and TGF Opco or
otherwise, (C) all Contracts and all Leases, and (D) the senior personnel of TGF and TGF Opco,
and (i1) furnish to the Purchaser or its employees, counsel, agents, accountanls or other
representatives such financial and operating data and other information with respect to TGF, TGF
Opco, the Assets and the Business as the Purchaser may from time to time reasonably request.
TGF will and the TGF Principal Shareholders will cause TGF and TGF Opco to cooperate and
assist, to the extent reasonably requested by the Purchaser, with the Purchaser's investigation of
the property, assets, undertaking and financial condition of TGF and TGF Opco. The Purchaser's
rights of access shall be exercised in a manner that does not unreasonably interfere with the
operations of TGF and TGF Opco.

TGF will and the TGF Principal Sharehelders will cause TGF and TGF Opco to, upon request by
the Purchaser or Purchaser’s counsel, execute and deliver to the Purchaser all necessary consents
to permit the Purchaser to have inspcctions made and have existing records released to the
Purchaser by the municipal building and zoning department, fire department, public works,
environmental agencies, the clevator inspections branch of the provincial or territorial department
of labour and other appropriate authorities as the Purchaser may consider advisable between the
date of this Agreement and Closing. Such consents shall authorize and direct the release of
information io the Purchaser.

No investigations made by or on behalf of the Purchaser, whether under this Section 7.2 or any
other provision of this Agreement or any Ancillary Agreement, will have the effect of waiving,
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diminishing the scope of, or otherwise affecting, any representation or warranty made in this
Agreement or any Ancillary Agreement.

7.3 Actions to Satisfy Closing Conditions.

(a) Fach of the Vendors agrees to take all such actions as are within its power to control and usc its
Best Efforts to cause other actions to be taken which are not within its power to control, so as to
ensure compliance with all of the conditions set forth in Section 8.1 including, without limitation,
ensuring that there has been no breach of any representations and warranties.

(b The Purchaser agrees to take all such actions as are within its power to control and use its Best
Efforts to cause other actions to be taken which are not within its power to control, so as to ensure
compliance with 21l of the conditions set forth in Section 8.2 including, without limitation,
ensuring that there has been no breach of any representations and warranties,

7.4 Transfer of the Purchased Shares and Purchased Notes.

Each of the Venders will take all necessary steps and proceedings to permit good title to
its respective Purchased Shares and Purchased Notes to be duly and validly transferred and assigned to
the Purchaser at the Closing, free of all Liens.

7.5 Request for Consents.

Each of the Parties will use its Best Efforts to obtain, prior to Closing, all Required
Consents. Such Required Consents will be upon such terms as are acceptable to the Purchaser, acting
reasonably. The Purchaser will co-operate in obtaining such Required Consents.

7.6 Filings and Authorizations,

Each of the Parties, as promptly as practicable after the execution of this Agreement, will
(i) make, or cause to be made, all such filings and submissions under all Laws applicable to it, as may be
required for it to consummate the transactions contemplated hereby, including the purchase and sale of
the Purchased Shares and the Purchased Notes in accordance with the terms of this Agreement, (ii) use its
Best Efforts to obtain, or cause to be obtained, all Authorizations necessary or advisable to be obtained by
it in order to consununate the transactions contemplated hereby, including the purchase and sale of the
Purchased Shares and the Purchased Notes, and (iii) use its Best Efforts to take, or cause to be taken, all
other actions which are necessary or advisable in order for it to fulfil its obligations under this Agreement.
The Parties will coordinate and cooperate with one another in exchanging such information and supplying
such assistance as may be reasonably requested by each in connection with the foregoing including,
without limitation, providing e¢ach other with all notices and information supplied to or filed with any
Governmental Entity (except for notices and information which any Party, in each case acting reasonably,
considers highly confidential and sensitive which may be filed on a confidential basis), and all notices and
correspondence received from any Governmental Entity.

17 Notice of Untrue Representation or Warranty.

Each of the Vendors and TGF will promptly notify the Purchaser and the Purchaser will
promptly notify the Vendors and TGF, upon any representation or warranty made by it contained in this
Agreement or any Ancillary Agreement becoming untrue or incorrect during the Interim Period. Any such
notification will set out particulars of the untrue or incorrect representation or warranty and details of any
actions being taken by the relevant Party to rectify that state of affairs.
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ARTICLE 3
CONDITIONS OF CLOSING
Conditions for the Benefit of the Purchaser.

The obligation of thc Purchaser to complete the transactions conternplated by this

Agreement, including the purchase of the Purchased Shares and the Purchased Notes, is subject to the
following conditions to be fulfilled or performed at or prior to the Closing, which conditions arc for the
exclusive benefit of the Purchaser and may be waived, in whole or in part, by the Purchaser in its sole
discretion:

(a)

&

(c)

(d)

(e)

Truth of Representations and Warranties. The representations and warranties of the Vendors
contained in this Agreement or in any Ancillary Agreement must be true and comect in all
material respects as of the Closing Date (except in each case, for those representations and
warranties that arc subject to a materiality qualification, which must be true and correct in all
respects) with the same force and effect as if such representations and warranties had been made
on and of such date, and each of the Vendors must have delivered to the Purchaser a certificate to
that effect, with respect to itself, signed by such Vendor or a scnior officer of such Vendor, if
such Vendor is not an individual. The receipt of such certificates and the Closing will not
constitute a waiver by the Purchaser of any of the representations and warranties of each of the
other Parties that are contained in this Agreement or in any Ancillary Agreement. Upon the
delivery of such certificates, the representations and warranties of the Vendor in Article 5 will be
deemed to have also been made on and as of the Closing Date with the same force and effect as if
made on and as of such date (qualified as to knowledge where stated).

Performance of Covenants. Each of the other Vendors must have fulfilled or complied with all
covcnanis contained in this Apreement and in every Ancillary Agreement to be fulfilled or
comptlied with by it at.or prior to the Closing, and each of the Vendors must have delivered to the
Purchaser a certificate to that effect, with respect to itself, signed by such Vendor or a senior
officer of such Vendor, if such Vendor is not an individual. The rcceipt of such certificate and the
Closing will not constitute a waiver by the Purchaser of any of the covenants of each of the other
Parties that are contained in this Agreement and the Ancillary Agreements.

Consents and Authorizations. All Required Consents will have been obtained on terms
acceptable to the Purchaser, acting reasonably.

Proceedings. All proceedings to be taken in connection with the transactions contemplated by
this Agreement and any Ancillary Agreement, including the Preliminary Transactions, on the part
of the Vendors must be satisfactory in form and substance to the Purchaser, acting reasonably,
and the Purchaser must have received copies of all instruments and other evidence as it may
reasonably request in order 10 establish the consummation of such transactions and the taking of
all necessary corporate proceedings in connection therewith,

Change in Law. During the Interim Period, no Law, proposed Law, any change in any Law, or
the interpretation or enforcement of any Law will have been introduced, enacted or announced
(including the introduction, cnactment or announcement of any Law respecting taxes or
environmental matters), the effect of which will be to prevent or to increase materially the cost to
(i) the Purchaser of completing the transactions contemplated in this Agreement, or (i) TGF
Amalco of operating the Business - after Closing on substantially the same basis as currently
operated.
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No Legal Action, No action or proceeding will be pending or threatened by any Person (other
than the Purchaser) in any jurisdiction, to enjoin, restrict or prohibit any of the transactions
contemplated by this Agreement or the right of the Purchascer or TGF Amalco to conduct the
Business after Closing on substantially the same basis as heretofore operated.

Directors and Officers of TGF Amalco. The Board of Dircctors of TGF Amalco at the Closing
Time shall consist of individuals nominated by the Purchaser and there shall have been delivered
to the Purchaser on or before the Closing Time the resignations of all individuals who are
directors or officers of TGF Amalco that are not nominees of the Purchaser (cxcept to the extent
that the Vendors shall have been notified to the contrary by the Purchaser) and duly executed
comprehensive releases fromn each such individual and from the Vendors of all their claims
respectively, against (i) TGF Amalco except for any claims for current unpaid remuneration, and
(it) Sempra.

No Material Adverse Change. Since the date of this Agreement there will not have been any
Material Adverse Change.,

Conditions for the Benefit of Certain of the Vendors.

The obligation of each of the TGF Principal Shareholders, the TGF Debentureholders and

Sempra (collectively, the "Particular Vendors” and individually a "Particular Vendor™) to complete the
transactions contemplated by this Agreement, including the sale of the Purchased Shares and the
Purchased Notes, is subject to the following conditions 1o be fulfilled or performed at or prior to the
Closing, which conditions are for the exclusive benefit of the Vendor and may be waived, in whole or in
part, by the Vendor in its sole discretion:

(@)

(b)

(©)

Truth of Representation and Warranties. The representations and warrantics of the Porchaser
contained in this Agreement or in ‘any Ancillary Agreement must be true and correct in all
material respects as of the Closing Date (except in each case, for those representations and
warranties that are subject to a materiality qualification, which must be true and correct in all
respects) with the same force and cffect as if such representations and warranties had been made
on and as of such date, and the Purchaser must have cxecuted and delivered a certificate of a
senior officer to that effect. The receipt of such certificate and the Closing will not be a waiver of
the representations and warranties of the Purchaser that are contained in this Agreement and the
Ancillary Agreements. Upon the delivery of such certificate, the representations and warranties
of the Purchaser in Article 6 will be deemed to have been made on and as of the Closing Date
with the same force and effect as if made on and as of such date {qualified as to knowledge where
stated).

Performance of Covenants. The Purchaser must have fulfilled or complied with all covenants
contained in this Agreement and in any Ancillary Agreement to be fuifilled or complied with by it
at or prior to Closing and the Purchaser must have executed and delivered to the Vendors a
certificate of a senior officer to that effect. The receipt of such certificates and the Closing will
not constitute a waiver by each Particular Vendor of the covenants of the Purchaser, TGF or TGF
Amalco that are contained in this Agreement and the Ancillary Agreements.

Proceedings. All proceedings to be taken in connection with the transactions contemplated in this
Agrcement and any Ancillary Agreement on the part of the Purchaser must be satisfactory in
form and substance to each Particular Vendor, acting reasonably, and cach Particular Vendor
must have received copies of all the instruments and other evidence as it may reasonably request
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in order to establish the consummation of such transactions and the taking of all corporate
proceedings in connection therewith.

(d) No Legal Action. Nao action or procceding will be pending or threatened by any Person in any
jurisdiction, to enjoin, restrict or prohibit any of the transactions contemplated by this Agreement
or the right of the Purchaser or TGF Amalco to conduct the Business aftcr Closing on
substantially the same basis as heretofore operated.

83 Conditions for the Benefit of the TGF Non-Principal Shareholders.

The obligation of cach of the TGF Non-Principal Shareholders to complete the
transactions contemplated by this Agreement, including the sale of the Purchased Shares and the
Purchased Notes, is subject to the following condition to be fulfilled prior o or concurrently with
Closing:

(a) Sale by TGF Principal Shareholders. The closing of the purchase and sale of the Purchased
Sharcs and Purchased Notes by the TGF Principal Shareholders to the Purchaser hereunder must
have occurred.

34 Conditions Precedent,

The transactions contemplated hereby, including the purchase and sale of the Purchased
Shares and the Purchased Notes, are subject to the following terms and conditions to be fulfilled prior 1o
or concurrently with Closing, which conditions are true conditions precedent:

(a) Universal Acquisition Agreement and Offering. Each of the TGF Principal Shareholders, the
TGE Debentureholders, Sempra and the Purchaser must be satisfied that transactions
contemplated under the Universal Acquisition Agreement and the Offering will close promptly
following Closing.

ARTICLE 9
CLOSING

9.1 Date, Time and Place of Closing.

The completion of the transactions contemplated by this Agreement will take place at the
offices of Osler, Hoskin & Harcourt LLP, 1 First Canadian Place, Toronto, Onlario, at the Closing Time
on the Closing Date or at such other place, on such other date and at such other time as may be agreed
upon in writing between the Particular Vendors and the Purchaser.

92 Sempra Dcliverables at Closing — Sempra Share Subscription.

At Closing, Sempra will deliver or cause to be delivered to TGF Amalco the following:

(a) an executed subscription agrcement with respect to the subscription by Sempra for the Sempra
Subscription Shares, in a form reasonahbly acceptable to each of Sempra and TGF Amalco; and

(b) an amount equal to the Sempra Subscription Price by way of wire transfer or bank draft to MK in
trust on behalf of TGF Amalco.
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9.3 TGF Amalco Deliverables at Closing — Sempra Share Subscription,
At Closing, TGF Amalco will celiver or cause to be delivered to Sempra the following:
(a) a certified copy of the resolutions of the board of directors of TGF Amalco approving the
acceptance of the subscription agreement referred to in Section 9.2(a) and the issvance of the
Sempra Subscription Shares to Sempra; and
(b) a share centificate representing the Sermpra Subscription Shares registered in the name of Sempra.

94 TGF Debentureholders Deliverables at Closing - Warrant Exercise.

At Closing, each of the TGF Debentureholders will deliver or cause to be delivered to
TGF Amalco the following:

(a) an executed exercise form in respect of its respective TGF Warrants; and

(b) an amount equal to its respective portion of the Warrant Exercise Price by way of wire transfer or
bank draft to MK in trust on behalf of TGIF Amalco. ’

9.5 TGF Amaleo Deliverables at Closing — Warrant Exercise.

At Closing, TGF Amalcoe will deliver or cause to be delivered to the TGF
Debenturcholders the following:

{a) a certified copy of resolutions of the board of direclors of TGF Amalco approving the acceptance
of the exercise forms referred to mn Section 9.4(a) and the issuance of the Warrant Exercise Shares
to the respective TGF Debentureholders; and

(b) share certificates representing the Warrant Exercise Shares registered in the name of the
respective TGF Debentureholders.

9.6 Vendors Deliverables at Closing - Share Exchange.

At Closing, the Vendors will deliver or cause 10 be delivered to the Purchaser the
following:

(a) certificates representing their respective TGF Amalco Shares, accompanied by stock transfer
powers duly executed in blank or duly executed instruments of transfer; and

9.7 TGF Amalco Deliverables at Closing — Share Exchange.

At Closing, TGF Amalco will deliver or cause to be delivered to the respective Vendors
the following:

(a) certificates representing their respective TGF Amalco New Shares registered in the name of the
respective Vendors in the manner set forth in Section 2.2(¢){ii1);

(b) a certified copy of resolutions of the board of directors of TGF Amalco approving the purchase of

the TGF Amalco Shares and the issuance of the TGF Amalco New Shares to the respective
Vendors;

G:\VI6400910001\Material Contractst\Acquisition AgreementtAcquisition Agreement {terra) 11.doc



41

(c) the TGF Amalco First Notes in the manner set forth in Section 2.2(c)(1); and

(d) the TGF Amalco Second Notes in the manner set forth in Section 2.2(c)(i1).

9.8 Vendors and TGF Amalco Deliverables at Closing — Purchased Shares and

Purchased Notes.
At Closing, the Vendors will deliver or cause to be delivered to the Purchaser the
following:

(a) certificates representing their respective Purchased Shares, accompanied by stock transfer powers
duly executed in blank or duly executed instruments of transfer;

(b) a new certificate representing the Purchased Shares registered in the name of the Purchaser;

(c) a certified copy of resolulions of the board of directors of TGF Amalco approving the transfer of
the Purchased Shares to the Purchaser;

(d) the Purchased Notes, accompanied by duly execoted conveyances;

(e) centified copies of (i) the charter documents and by-laws of each of the Vendors that is a
corporation and TGF Amalco, (ii) all resolutions of the shareholders and the board of directors of
each of each of the Vendors that is a corporation and TGF Amalco, as applicable, approving the
entering into and completion of the transactions contemplated by this Agreement and the
Ancillary Agreements, and (iii) a list of the officers and directors of each of the Vendors that is a
corporation and TGF Amalco authorized to sign agreements together with their specimen
signatures;

(6 a certificate of status, compliance, good standing or like certificate with respect to each of the
Vendors that is a corporation and TGF Amalco issued by the appropriate governmental officials
of its jurisdiction of incorporation and, in the case of TGF Amalco, each other jurisdiction in
which its good standing is required by the extent of its business;

() the certificates referred to in Section 8.1(a) and Section 8.1(b);

(h) the minute books, corporate seals and all corporate records of TGF Amalco;

) their respective executed counterparts of the Escrow Agreement;

'6)) their respective executed counterparts of the Lock-Up Agreement;

9] the resignations and releases of the relevant officers and directors referred to in Section 8.1{g);

6y comprehensive releases from TGF Amalco in favour of each of the directors and officers that are
resigning pursuant to Section 8.1(g);

(m) comprehensive releases from each of the Vendors in favour of TGF Amalco;

() comprehensive releases from TGE Amalco in favour of each of the Vendors;

(o) all other documents required to be entered into or delivered by the Vendors at Closing pursuant to

the terms of this Agreement.
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9.9 Purchaser Deliverables at Closing — Purchased Shares and Purchased Notes.

At Closing, the Purchaser will deliver or cause to be delivered to the TGFE Principal
Shareholders (on their own behalf and on behalf of the other Vendors other than Sempra and the TGF
Debentureholders), Sempra and the TGF Debentureholders (or as otherwise indicated below) the
following:

(a) to MK in trust on behalf of the Vendors, the First Note Purchase Price in the manner set forth in
Section 3.2(a); . .

(b) subject to Section 3.2(b}ii) in respect of the Non-Resident Vendors, to the Escrow Agent,
cerlificates representing the Purchase Price Sharcs registered in the name of the respective
Vendors, to be held and dealt with in accordance with the terms of the Escrow Agreement;

{c) certified copies of (i) the charter documents and by-laws of the Purchaser, (ii) resolutions of the
board of directors of the Purchaser approving the entering into and completion of the transactions
contcmplated by this Agreement and the Ancillary Agreements, and (ii1) a list of the officers and
directors of the Purchaser authorized to sign agreements together with their specimen signatures;

{d) a certificate of status, compliance, good standing or like certificate with respect (o the Purchaser
issued by the appropriate governmental officials of the federal jurisdiction of Canada;

(e) the certificates referred to in Section 8.2(a} and Section 8.2(b);
) the Escrow Agreement, executed by the Purchaser and the Escrow Agent; and

(g) all other documents required to be entered into or delivered by the Purchaser at Closing pursuant
to the terms of this Agreement.

9.10 TGF USA and TGF Opco USA.

Without limitation of any other representation, warranty or covenant of each of the
Vendors hereunder, with respect to the TGF USA and the TGF Opco USA, cach Vendor hereby:
{(a) irrevocably consents to each of the Preliminary Transactions and waives any rights it may have
pursuant to the TGF USA or the TGF Opco USA with respect to the issuance of TGF Amalco New
Shares pursnant thereto (other than its right to receive its respective TGF Amalco New Shares pursuant (o
Section 2.1); (b) irrevocably waives any and all rights to purchase TGF Amalco Shares or TGF Amalco
New Shares held by other shareholders of TGF Amalco (including TGF and TGF Opco) pursuant to the
TGF USA or the TGF Opco USA or otherwise arising as a result of or in connection with the transactions
contemplated by this Agreement; and (c) effective as of the Closing Date, irrevocably (i) selis, assigns
and transfers to the Purchaser all right, title and interest of such Vendor, in, 10 and under the TGF USA
and the TGF Opco USA, and (ii) releases, quitclaims and forever discharges TGF Amalco (including
TGF and TGF Opco) and the Purchaser and their respective dircctors, officers, employees, shareholders,
former directors, former officers, former employees, and former shareholders, and their respective heirs,
executors, administrators, legal representatives, successors, assigns, affiliates and agents {(collectively,
the "Releasees™) from any and all manner of rights, interests, actions, causes of action, suits, debts, dues,
accounts, bonds, covenants, contracts, agreements, costs, labilities, obligations, damages, expenses,
claims or demands whatsoever, including, but not limited to, civil, statutory, administrative, contractual or
tortious, and whether or not now known, suspccted or claimed, which against the Releasces or any of
them, directly or indirectly, that such Vendor or such Vendor's successors or assigns ever had, now have,
or can, shall or hereafter may have, by reason of or arising out of or in connection with any cause, matter
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or thing whatsoever done or omitted to be done, occurting or existing up to and inclusive of the Closing
Date pursuant to or in connection with the TGF USA and the TGF Opco USA.

ARTICLE 10
TERMINATION

10.1 Termination by Purchaser.

If any of the conditions set forth in Section 8.1 have not been fulfilled or waived at or
prior to Closing or any obligation or covenant of the Vendors to be performed at or prior to Closing has
not been observed or performed by such time, the Purchaser may terminate this Agreement by giving
notice in writing to the Vendors. Upon giving the rcquisite notice, the Purchaser will be released from all
obligations hereunder, save and except for its obligations under Section 15.3 and Section 15.5, which will
survive. If the Purchaser waives compliance with any of the conditions, obligations or covenants
contained in this Agreement, the waiver will be without prejudice to any of its rights of termination in the
event of non-fulfilment, non-observance or non-performance of any other condition, obligation or
covenant in whole or in part.

10.2 Termination hy the Particular Vendors.

If any of the conditions set forth in Section 8.2 have not been fulfilled or waived at or
prior to Closing or any obligation or covenant of the Purchaser to be performed at or prior to Closing has
not been observed or performed by such time, each Particular Vendor may terminate this Agreement by
giving notice in writing to the Purchaser and the other Vendors. Upon giving the requisite notice, the
Vendors, TGF and TGF Opco will be released from all obligations hereunder, save and except for its
obligations under Section 15.3 and Section 15.5, which will survive. If a Vendor waives compliance with
any of the conditions, obligations or covenants contained in this Agreement, the waiver will be without
prejudice to any of its rights of termination in the event of non-fulfilment, non-observance or non-
performance of any other condition, obligation or covenant in whole or in part.

103 Other Termination Righis.
This Agreement may, prior to or on the Closing Date, be terminated:
(a) by mutual written consent of the Particular Vendors and the Purchaser;,

{b) if the conditions precedent set forth in Section 8.3 have not been fulfilled or waived at or prior to
Closing, by notice in writing by any Party; or

(c) if the Closing has not been completed on or prior to February 28, 2007, by notice in writing hy
the Purchaser or any Particular Vendor,

and, in such event, each Party will be released from all cbligations under this Agreement, save and except
for its obligations under Section 15.3 and Section 13.5, which will survive.

10.4 Effect of Termination.
Each Party's right of termination under this Article 10 is in addition to any other rights it

may have under this Agreement or otherwise, and the exercise of a right of termination will not be an
election of remedies. Nothing in Article 10 will limit or affect any other rights or causes of action either
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the Purchaser or any of the Vendors may have with respect to the representations, warranties, covenants
and indemnities in its fayvour contained in this Agreement.

ARTICLE 11
LIABILITY AND INDEMNIFICATION

111 Responsihility of Vendor.

Afier Closing, subject to the limitations set forth herein, each of the Vendors severally
(and not jointly or jointly and severally) will:

(a) be liable to the Purchaser and its Additional Indemnitees for all Indemnified Losses which any
one or more of them may suffer, sustain, pay or incur; and

(b) indemnify and save harmless the Purchaser and its Additional Indemnitees from and against all
Indemnified Losses which may be brought against or suffered by any one or more of them or
which any one or more of them may sustain, pay or incur;

as a result of any act, omission, circumstance or other matier arising out of, resulting from, attributable to
or connected with;

(i) any Agreement Default made by such Vendor herein or in any Ancillary Agreement
delivered at Closing pursuant to the provisions hereof; and

(ii) the failure to obtain any necessary approvals, consents, waivers or modifications for any
Restricted Rights referred to in Section 12.3 including, without limitation, any claims
relating to any resultant termination of any such Restricted Rights or any increase of
obligations or decrease of rights or entitlements of TGF or TGF Opco.

11.2 Responsibility of Purchaser.
After Closing, subject to the Purchaser's rights and remedies under Section 11.1 and
without limiting such rights and remedies and not including any Indemnified Loss for which the

Purchaser is indemnified under Section 11.1, the Purchaser will, subject to the limitations set forth herein:

(a) be liable to cach of the Vendors and its respective Additional Indemnitees for all Indemnified
Losses which any one or more of them may suffer, sustain, pay or incur; and

{b) indemnify and save harmless each of the Vendors and its respective Additional Indemnitees from
and against all Indemnified Losses which may be brought against or suffered by any one or more
of them or which any one or more of them may sustain, pay or incur;

as a result of any act, omission, circumstance or other matter arising out of, resulting from, attributable to

or connected with (whether before, on or after the Closing Date) any Agrecment Default made by the

Purchaser herein or in any Ancillary Agreement delivered at Closing pursuant to the provisions hereof.

11.3 Limit on Parties’ Responsibility,

A Party's obligations and lability under this Agreement, however arising, will be subject
to the following limitations:
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Other than in respect of an Agreement Default by a Vendor in respect of Sections 4.1(e), 4.1(f),
4.1(g), 4.1(h), 4.1(1)and 5.2, no claim will be made by the Purchaser or its Additional
Indemnitees against the Vendors pursvant to Section 11.1 for any padicular Indemnified Loss
unless such Indemnified Loss exceeds an amount equal to $100,000, in which event, subject to
Sections 11.3(b) and 11.3(c), the Vendors' aggregate obligations for such Indemnified Loss will
include the entire amount of such Indemnified Loss.

Other than in respect of any misrepresentation or breach of warranty made by a Vendor in respect
of Sections 4.1(e), 4.1(0), 4.1(g), 4.1(h), 4.1(1) and 5.2, no claim will be made by the Purchaser or
its Additional Indemnitees against the Vendors pursuant to Section 11.1 for Indemnified Losses
related to mistepresentations or breaches of warranty (excluding any individual Indemnified Loss
related to any misrepresenmtation or breach of warranty that is less than or equal to $100,000)
unless such Indemnified Losses exceed, in the aggregate, $500,000. If the total amount of all such
Indemnificd Losses exceeds $500,000 then, subject to Section 11.3(c), the Vendors' aggregate
obligation for such Indemnified I.osses will be limited to the amount which exceeds $500,000.

In no event whatsoever will a Vendor's liability pursuant hereto for Indemnified Losses be
greater, on an aggregate basis, than the aggregate net after-tax proceeds received hercunder by
such Vendor in respect of the sale of its respective Purchased Shares and Purchased Notes
(including, for greater certainty, all cash, Purchased Notes and common shares of the Purchaser
received by such Vendor pursvant to this Agreement, but, in the case of such common shares,
only for such period of time as such common shares remain in escrow pursuant to the terms of the
Escrow Agreement) ("Proceeds™. In addition, notwithstanding any other provisions hereof, with
respect to any claim where any of the Vendors have joint or joint and several liability hereunder,
each Vendor's liability for Indemnified Losses relating to any such ¢laim shall not be greater than
the lesser of (i) such Vendor's proportion (based on the percentages set forth in Schedule A) of
the Indemnified Loss, and (ii) the amount of Proceeds actually received by such Vendor.

The Purchaser and its Additional Indemnitees will have no remedy or cause of action for an
Agreement Default by the Vendor in respect of Section 5.2 unless the Purchaser has suffered
Indemnified Iosses as a direct result of an action brought by a holder of common shares of the
Purchaser claiming that the Prospectus (not including any information or statement in the
Prospectus relating solely to the Underwriters which have been provided for the purpose of such
inclusion by the Underwriters) failed to constitute full, true and plain disclosure of all Material
Facts relating to the Purchaser, TGF, TGF Opco, the Business and the common shares of the
Purchaser or otherwise contained a Misrepresentation.

Notwithstanding any other provision of this Agreement to the contrary, the Vendors will not be
liable for any claim for any matter in respect of which there is Indermnified Losses relating to a
breach of the representations contained in Section 5.1(1) (such matters, "Indemnity [ssues”) to
the extent such Indemnified Losses results from the wailver, following Closing, of any time
limitation, statutory or otherwise, for any Indemnity Issue.

The Vendors will have no Liability in connection with Indemnified Losses unless the Purchagser
will, prior to the expiry of the Survival Period, have provided the Vendors with 2 Notice of
Claim.

Responsibility Extends to Legal Costs and Settlement.

Notwithstanding any provision to the contrary contained in this Article 11, references to

costs in the liability and indemnification obligations prescribed by Sections 11.1 and 11.2 will be deemed
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to include legal (on a solicitor-client basis) and other professiocnal fees and disbursements on a full
indemnity basis, and will extend to settlements, satisfactions or other compromises with respect to claims
by third Persons for Indemnified Losses.

11.5

(a)

(b)

11.6
(a)

(b)

Limitations.
Notwithstanding anything herein to the contrary:

the indemnities provided in Sections 11.1 and 11.2 will be reduced on a dollar for dollar basis 1o
the extent that claims for Indemnified Losses are reimbursed to the Person to be indemnified by
insurance (net of any increase of insurance premiums paid to or to be paid by the Person to be
indemnificd that results from such Person making an inswrance claim); and

if Indemnified Losses suffered, sustained, paid or incurred by Persons claiming indemnity at any
time:

(1) on or before the making of an indemmity payment, are reduced by any Tax benefit or
recovery, the amount of such reduction, together with simple interest thereon from the
date of payment thereof at the Prime Rate, will be set off and netted against the indemnity
payment made by the indemnifying Party to the Person claiming indemnity; and

(ii) following the making of an indemnity payment, may be reduced by any Tax benefit or
recovery, then either the Person claiming indemnity or the indemnifying Party will
provide written notice of such recoverability to the indemmnifying Party or the Person
claiming indemnity, as the case may be, whereupon the Parties will attempt to determine
the amount of the Tax benefit or recovery. If, within 30 Business Days from delivery of
such notice, the relevant Parties are unable to agree on the amount of the Tax benefit or
recovery, then any such Party may submit the matter (including the question of whether
or not the indemnity payment may be reduced by a Tax benefit or recovery) for prompt
determination by the Auditor, whose determination will be final and binding upon the
Parties, whereupon the amount of such recovery or benefit (as agreed upon or determined
by the Auditor), together with simple interest thereon from the date of the determination
(in the manner specified above) of such amount at the Prime Rate, will promptly be paid
by the Person claiming indemnity to the indemnifying Party.

Limitation on Rights or Remedies.

This Article 11 sets forth the sole rights and remedics of each Party and its Additional
Indemmitees in connection with: (i} the transactions contemplated herein; and (ii) any act,
omission, circumstance or other matter arising out of, resulting from, attributable to or connected
with any Agreement Defavlt made by the other Party, and, subject to the frand of, or wilful
misconduct or intentional breach of a covenant by, such other Party, such first mentioned Party
and its Additional Indemnitees will have no further right or remedy (whether legal, equitable,
fiduciary or in tort) whatsoever, against the other Party, or its Affiliates or their respective
directors, officers, servants, agents, advisors or employees.

Subject to the frand of, or wilful misconduct or intentional breach of a covenant by, the Vendors,
their respective Affiliates or their respective shareholders, directors and officcrs, the Purchaser
acknowledges that it will not be entitled to any rights or remedies as against any of the Vendors,
their respective Affiliates, or their respective shareholders, directors, officers, servants, agents and
employees under applicable Law, including commmon law or in equity, pertaining to any
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Indemnified Losses, in respect of which it is required to indemnify any of the Vendors pursuant
to Section 11.2.

()] Subject to the fraud of, or wilful misconduct or intentional breach of a covepant by, the
Purchascr, its Affiliatcs or their respective sharcholders, directors and officers, each of the
Vendors acknowledges that it will not be entitled to any rights or remedies as against the
Purchaser, its Affiliates, or their respective shaseholders, directors, officers, servants, agents and
employees under applicable Law, including common law or in equity, pertaining to any
Indemnified Losses, in respect of which it is required to indemnify the Purchaser pursuant to
Section 11.2.

11.7 Procedure — Indemnities.

Any Person seeking indemnification will give reasonably prompt notice thereof, and in
any event within 20 days, to the Person from whom indemnification is sought. If the Person seeking
indemnification fails to give such notice, such failure shall not preclude such Person from obtaining such
indemnification but its right to indemnification may be reduced to the cxtent that such delay prejudiced
the defence of the claim or increased the amount of liability or cost of defense. If the Person from whom
indemnification is sought pays the indemnified amount to the other Person seeking inderanification, the
paying Person will not be responsible for any costs described in Section 11.4 incurred after such payment.

11.8 Indemnification Procedures for Third Party Claims.

(a) In the case of claims made by a third party with respect to which indemnification is sought, the
‘Party seeking indemnification (the "Indemnified Party"} shall give prompt notice, and in any
event within 20 days, to the other Party (the "Indemnifying Party") of any such claims made
vpon it. If the Indemnified Party fails to give such notice, such failure shall not preclude the
Indermnified Party from obtaining such indemnification but its right to indemnification may be
reduced to the extent that such delay prejudiced the defence of the claim or increased the amount
of liability or cost of defense.

(b) The Indemnifying Party shall have the right, by notice to the Indemnified Party given not later
than 3Q days after receipt of the notice described in Section 11.8(a), to assume the control of the
defence, comprornise or settlement of the claim, provided that such assnmption shall, by its terms,
be without cost to the Indemnified Party and provided the Indemnifying Party acknowledges in
writing its obligation to indermnify the Indemnified Party in accordance with the terms contained
in this Section in respect of that claim.

(c) Upon the assumption of control of any claim by the Indemnifying Party as set out in Section
11.8(b), the Indemnifying Party shall diligently proceed with the defence, compromise or
settlement of the claim at its solc expense, including if necessary, employment of counsel and
experts reasonably satisfactory to the Indemnified Party and, in connection therewith, the
Indemnified Party shall cooperate fully, but at the expense of the Indemnifying Party with respect
to any out-of-pocket expenses inciirred, to make available to the Indemnifying Party all pertinent
information and witnesses under the Indemnified Party’s control, make such assignments and
take such other steps as in the opinion of counsel for the Indemnifying Party arc reasonably
nccessary to enable the Indemnifying Party to conduct such defence. The Indeinnified Party shall
also have the right to participate in the negotiation, settlement or defence of any ¢laim at its own
expense. The Indemnifying Party shall not settle any claim without the prior written consent of
the Indemnified Party, such consent not to be unreasonably withheld.
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(d) The final determination of any claim pursuant to this Section, including all related costs and
expenses, shall be binding and conclusive upon the Parties as to the validity or invalidity, as the
case may be, of such claim against the Indemnifying Party.

(e) If the Indemnifying Party docs not assume control of a claim as permitted in Section 11.8(b), the
Indemnified Party shall be entitled to make such settlement of the claim as in its sole discretion
may appear advisable, and such settlement or any other final determination of the claim shall be
binding upon the Indemnifying Party.

119 No Merger of Legal Responsibilities.

The liabilities and indemnities created in this Article 11 will be deemed to apply to, and
will not merge in, all assignments, transfer and other documents conveying any of the Purchased Shares
and the Purchased Notes to the Purchaser, notwithstanding the terms of such assignments, transfers and
other documents, applicable Law or any rule of law or cquity to the contrary, and all such rules are hereby
waived.

ARTICLE 12
POST-CLOSING COVENANTS

12.1 Acvcess to Books and Records.

For a period of 6 years from the Closing Date or for such longer period as may be
required by Law, the Purchaser will retain all original accounting Books and Records relating to the
Business for the period prior 10 the Closing Date and delivered to it in connection with the completion of
the transactions contemplated by this Agreement and will take such precautions as are reasonable to
maintain such Books and Records in good condition, but the Purchaser will not be responsible or liable to
the Vendor for any accidenta) loss or destruction of or damage to any such Books and Records that occurs
despite the precautions taken by the Vendor. So long as such Books and Records are retained by the
Purchaser pursuant to this Agreement, each of the TGF Principal Shareholders will have the reasonable
right to inspect and make copies (at its own expense) of them upon reasonable request during normal
business hours and upon reasonable notice for any proper purpose and without undue interference to the
business operations of the Purchaser or TGF Amalco. The Purchaser will have the right to have its
representatives present during any such inspection.

12.2 Confidentiality.

(a) After the Closing, cach Vendor will keep confidential all information in its possession or under its.
control relating to UEC, UEC U.S. and the Business (collectively, "Confidential Information™)
and will only disclose such information to its and its affiliates employees, officers and directors
(collectively, "Representatives™) and no Vendor shall or shall permit disclosure by its
Representatives unless required by Law, provided that each Vendor will promptly notify the
Purchaser thereof, consult with the Purchaser and cooperate with the Purchaser at the Purchaser's
expense in any attempt by the Purchaser (in its discretion) to resist or narrow such disclosure or to
obtain an order or other assurance that such Confidential Information will be accorded
confidential treatment. Notwithstanding the foregoing, for all purposes of this Agreement
Confidential Information shall not include information which is or becomes generally available to
the public (including information becoming available as a result of its disclosure in the
Prospectus) other than as a result of a disclosure by such Vendor in violation of this Agreement;

G:\6400M0001 \Material Contracts\Acquisition AgreementiAcquisition Agreement (terma) 11.doc



49

(b) After Closing, no Vendor will use or otherwise exploit, in whole or in part, directly or indirectly,
any of the Confidential Information without the prior written consent of the Purchaser, which
consent may be withheld for any reason by the Purchaser.

123 Assistance By Vendor.

If at Closing there are any Restncted Rights in respect of which necessary consents,
approvals, waivers or modifications have not been obtained, then the Purchaser may waive the closing
condition under Section 8.1{a) with respect to such Restricted Rights and instead elect to have the
Vendors continue their efforts to cbtain any nccessary consents, approvals, waivers or modifications.

If the Purchaser waives the condition in Section 8.1(a), clects to have the Vendors
continve its efforts to obtain any necessary consents, approvals, waivers or modifications and the Closing
occurs, the Vendors shall:

(a) apply for and usc Best Efforts to obtain all consents, approvals, waivers or modifications
acceptable to the Purchaser acting reasonably; and

(b) take all such actions and do, or cause 1o be done, all such things at the request of the Purchaser as
shall rcasonably be necessary in order that the value and benefits of the applicable Restricted
Rights shall be preserved and enure to the benefit of the Purchaser.

124 Further Assurances.

From time to time after the Closing Date, each Party will at the request of the other
cxecute and deliver such additional conveyances, transfers and other assurances as may be reasonably
required to carry out the intent of this Agreement and each Ancillacy Agreement.

ARTICLE 13
PRIVACY LEGISLATION MA'TTERS

13.1 Compliance with Applicable Privacy Laws.

(a) The Vendors and TGF acknowledge and confirm that TGF and TGF Opco have complied at all
times with applicable privacy laws which govern the collection, use and disclosure of Personal
Information acquired by or disclosed to the Purchaser pursuant to or in connection with this
Agreement (the "Disclosed Personal Information”). The Vendors and TGF hereby covenant
and agree to advise the Purchaser of all purposes for which Disclosed Personal Information was
initially collected from or in respect of the imdividual to which such Disclosed Personal
Information relates and all additional purposes where they have notified the individual of such
additional purpose, and or disclosure, unless such use or disclosure is permitted or authorized by
law, without notice 1o, or consent from, such individual provided however that in such case TGF
will have advised the Purchaser of the legislative provisions on which it is relying.

(b) Prior to Closing, none of the Parties will use the Disclosed Personal Information for any purposes
other than those related to the performance of this Agreement and the completion of this
Transaction.

(€) Each of the Parties acknowledges and confirms that the disclosure of Personal Information is
necessary for the purposes of determining if the Parties will procced with the Transaction, and
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that the disclosure of Personal Information relates solely to the carrying on of the Business, or the
completion of the Transaction.

The Purchaser undertakes, after Closing, to utilize the Personal Information only for those
purposes for which thc Personal Information was initially collected from or in respect of
individuals.

The Parties covenant and agree that where the Parties do not complete or proceed with the
Transaction, each Party who received Disclosed Personal Information will, if such information is
still in the custody of our under the control of such Party, cither, at such Party's option, destroy
such information or return it to the Party that disclosed it.

ARTICLE 14
GRANT OF AUTHORITY

Grant of Authority.

In addition to, and without any limitation to, any powers of attorney it may have provided, each
Non-Principal Shareholder (each, a "Grantor™) hereby irrevocably authorizes Tim J. LaFrance in
his sole discretion: (a) to act as its representative at the Closing to execute in its name and on its
behalf ail closing recetpts and documents required; (b) to complete or comect any errors or
omissions in any form or document including this Agreement or any Ancillary Agreement,
provided by the Grantor; (c) to receive on its behalf any cash and certificates representing the
Purchase Price Shares delivered under this Agreement and any further cornmon shares of the
Purchaser issuable pursuant to Section 3.3; (d) to approve any opinions, certificaies or other
documents addressed to the Grantor; (e) to ‘waive, in whole or in part, any representations,
warrantics, covenants or conditions for the benefit of the Grantor and contained in the Agreement
or any Ancillary Agreement; and (f} to exercise any rights of termination contained in this
Agreement.

In addition to, and without any limitation to, any powers of attorney it may have provided, each
TGF Debentureholder (each, a "Debentureholder Grantor”) hereby irrevocably authorizes
Brian LaBerge in his sole discretion: (a} to act as its representative at the Closing to execute in its
name and on its behalf afl closing receipts and documents required; (b) to complete or correct any
errors or omissions in any form or document including this Agreement or any Ancillary
Agreement, provided by the Debentureholder Grantor; (¢) to receive on its behalf any cash and
certificates representing the Purchase Price Shares delivered under this Agreement and any
further common shares of the Purchaser issuable pursvant to Section 3.3; (d) to approve any
opinions, certificates or other documents addressed to the Debentureholder Grantor; (e) to waive,
in whole or in part, any representations, warranties, covenants or conditions for the benefit of the
Debentureholder Grantor and contained in the Agreement or any Ancillary Agreement; and (f) to
exercise any rights of termination contained in this Agreement.

ARTICLE 15
MISCELLANEOUS

Notices.

Any notice, direction or other communication given under this Agreement or any

Ancillary Agreement will be in writing and given by delivering it or sending it by facsimile:
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{a) to any of the Vendors at its address on Schedule 15.1, as applicable.
(b) to TGF at:

Terra Grain Fuels Holdings Inc.
1570, 2002 Victonia Avenue
Regina, Saskalchewan

S54P OR7

Attention: President
Facsimile: (306) 5464419

() to TGF Opco at:

Terra Grain Fuels Inc.

1570, 2002 Victoria Avenue
Regina, Saskatchcwan

S54P OR7

Attention: President
Facsimile: (306) 546-4419

(d) 0 the Purchaser at:

Universal Energy Group Ltd.
Suite 1700 Sheppard Avenue West
Toronto, Ontario

M2N 656

Attention: President
Facsimile: (416) 981-3085

Any such communication will be deemed to have been validly and effectively given (1) if
personally delivered, on the date of such delivery if such date is a Business Day and such delivery was
made prior to 4:00 p.m. (Toronto time) and otherwise on the next Business Day, or (ii) if transmiited by
facsimile on the Business Day following the date of confirmed transmission. Any Party may change its
address for service from time to time by notice given in accordance with the foregoing and any
subsequent notice will be sent to such Party at its changed address.

152 Time of the Essence.

Time will be of the essence of this Agreement.
15.3 Announcements.

At all times prior to Closing, any brcss release or public staternent or announcement
(a "Public Statement") with respect to the transaction contemplated in this Agreement will be made only
with the prior written consent and joint approval of the Particular Vendors and the Purchaser
(the "Approving Parties") unless such Public Statement is required by Law or by any stock exchange, in

|
\
|
which case the Appraving Party required t0 make the Public Staterient will use its Best Efforts to obtain ‘
the approval of the other Approving Parties as to the form, nature and extent of the disclosure. After the !
\
|
|
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Closing, any Public Statement by any of the Vendors will be made only with the prior written consent and
approval of the Purchaser unless the Public Statement is required by Law or by any stock exchange, in
which case such Vendor will use its Best Efforts to obtain the approval of the Purchaser as to the form,
nature and extent of the disclosure.

15.4 Third Party Bencficiaries,

Except as otherwise provided in Section 11.1 and Section 11.2, the Parties intend that this
Agreement will not benefit or create any right or cause of action in, or on behalf of, any Person, other
than the Parties to this Agreement and no Person, other than the Parties to this Agreement, will be entitled
to rely on the provisions of this Agreement in any action, svit, proceeding, hearing or other forum. The
Purchaser acts as trustee and agent on behalf of each of its Additional Indemnitees and the Vendors act as
trustee and agent on behalf of each of their respective Additional Indemnitees and hold for their benefit
their rights under Section 11.1 and Section 11.2, as applicable. Each Party agrees that the other Parties
may enforce the indemnity for and on behalf of such remaining Additional Tndemnitees and, in such
event, the Party from whom indemnification is sought will not in any proceeding to enforce the indemnity
by or on behalf of such remaining Additional Indemnitees assert any defence thereto based on the absence
of authority or consideration or privity of contract and irrevocably waives the benefit of any such defence.
The Partics to this Agreement reserve their right to vary or rescind the rights at any time and in any way
whatsoever, if any, granted by or under this Agreement to any Person who is not a Party to this
Agreement, without notice to or consent of that Person, including any Additionat Indemnitee.

15.5 Expenses.

Except as otherwise expressly provided in this Agreement, all costs and expenses
(including the fees and disbursements of legal counsel, investment advisers and accountants) incurred in
connection with this Agreement, the Ancillary Agreements and the transactions contemplated herein and
therein will be paid by the Party incurring such expenses.

15.6 Amendments.

This Agreement may only be amended, supplemented or otherwise modified by written
agreement executed by the Parties.

15.7 Waiver.

(a) No waiver of any of the provisions of this Agreement or any Ancillary Agreement will be deemed
to constitute a waiver of any other provision {whether or not similar), nor will such waiver be
binding unless executed in writing by the Party to be bound by the waiver.

(b) No failure on the part of any Party to exercise, and no delay in exercising any right under this
Agreement will operate as a waiver of such right, nor will any single or partial exercise of any
such right preclude any other or further exercise of such right or the exercise of any other right.

15.8 Non-Merger.

Except as otherwise expressly provided in this Agreement, the covenants, representations
and warranties will not merge on and will survive the Closing and, notwithstanding such Closing and any
investigation made by or on behalf of any Party, will continue in full force and effect. Closing will not
prejudice any right of one Party against any other Party in respect of anything done or omitted under this
Agreement or in respect of any right to damages or other remedies.
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159 Authorship.

The Partics hereto agree that the terms and language of this Agreement and all Ancillary
Agreements are the result of negotiations between the Parties and, as a result, there will be no
presumption that any ambiguity in this Agreement or any Ancillary Agreement will be resolved against
any Party.

15.10 Entire Agreement.

This Agreement constitutes the entire agreement between the Parties with respect to the
transactions contemplated in this Agreement and supersedes all prior agreements, understandings,
negotiations and discussions, whether oral or written, of the Parties. There are no representations,
warranties, covenants, conditions or other agreements, cxpress or implied, collateral, statutory or
otherwise, between the Parties in conncction with the subject matter of this Agreement, except as
specifically set forth herein and therein and no Party has relied and is not relying on any other
information, discussion or understanding in entering into and completing the transactions contemplated
by this Agreement and the Ancillary Agreements. If there is any conflict or inconsistency between the
provisions of this Agreement and the provisions of any Ancillary Agreement, the provisions of this
Agreement will govern.

1511 Successors and Assigns.

(a) This Agreement wili become effective when executed by each of the Parties and after that time
will be binding upon and enure to the henefit of each Party and its respective heirs, executors,
successors and permitted assigns.

(b} Except as provided in this Section 15.11, neither this Agreement nor any of the rights or
obligations under this Agreement will be assignable or transferable by any Party without the prior
written consent of the other. The Purchaser will be entitled, upon giving notice to the Vendors at
any time on or prior to the Closing Date, to assign this Agreement or any of the Purchaser's rights
and obligaticns under this Agreement to any Affiliate of the Purchaser subject to the following
conditions:

@ the assignee will become jointly and severally liable with the Purchaser, as a principal
and not as a surety, with respect to all of the representations, warranties, covenants,

indemnities and agreements of the Purchaser; and

(ii) the assignee will execute an agrcement confirming the assignment and the assumption by
the assignee of all obligations of the Purchaser under this Agreement.

(© For grealer certainty, the transfer of the rights and obligations of TGF under this Agreement to
TGF Amalco by virtue of the Amalgamation shall not constitute an assignment.

15.12 Severability.
If any provision of this Agreement is determined by an arbitrator or any court of

competent jurisdiction to be illegal, invalid or unenforceable, that provision will be severed from this
Agreement and the remaining provisions will remain in full force and effect.
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15.13 Governing Law,

(a) This Agreement will be governed by and interpreted and enforced in accordance with the Laws of
the Province of Ontario and the federal laws of Canada applicable therein.

(b) Each of the Parties irrevocably attorns and submits to the non-exclusive jurisdiction of the Courts
of the Province of Ontario.

15.14 Counterparts.

This Agreement may be executed in any number of counterparts (including counierparis
by facsimile) and all such counterparts taken together will be decemed to constitute one and the same
instrument.

[Signature pages follow]
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IN WITNESS WHEREOF the Parties have executed this Acquisition Agreement.

UNIVERSAL ENERGY GROUP LTD.

Per:

: Mark Silver
Title;-President,
“Electricity & Gas Marketing

TERRA GRA INC.

Per:
Name:
Title:

TGF DEBENTUREHOLDERS:

INVESTMENT SASKATCHEWAN INC.

Per:
Name:
Title:

SASKWORKS VENTURE FUND INC.
(SASKWORKS DIVERSIFIED)

Per:
Name:
Title:

PRAIRIE VENTURES LIMITED
PARTNERSHIP

Per:
Name:
Title:

TERRA GRAIN FUELS HOLDINGS INC,

Per:

Name:
Title:

SEMPRA ENERGY TRADING CORP.

ame:

Title:

FCC VENTURES, A DIVISION OF FARM
CREDIT CANADA

Per:
Name:
Title:
SASKWORKS VENTURE FUND INC.
(SASKWORKS RESOURCES)
Per:
Name:
Title:

GOLDEN OPPORTUNITIES FUND INC.

Per:

Name:
Title:
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N WITNESS WHEREOF the Parties have executed this Acquisition Agreement.

UNIVERSAL ENERGY GROUP LTD. TERRA GRAIN FUELS HOLDINGS INC.
Per: Per:

Name: Mark Silver Name:

Title: President, Title:

Eleciricity & Gas Marketing

TERRA GRAIN FUELS INC, SEMPRA ENERGY TRADING CORP.
Per: Per:

Name: Name:

Title: Titla:
TGF DEBENTUREHOLDERS:

ATCHEWAN INC. FCC VENTURES, A DIVISION OF FARM

¢ nfanagea and lawt | CREDIT CANADA
Wletdr i fort Capitatl Tnc. -

Per: : Per:
T B - o L W Qi erou "
. -
e \W ‘ Cwsi € Foweds, CFO
VORKS VENTURE FUND INC, SASKWORKS VENTURE FUND INC.
(SASKWORKS DIVERSIFIED) {SASKWORKS RESOURCES)
Per: Per:
Name: Name:
Title: Title:
PRAIRIE VENTURES LIMITED GOLDEN OPPORTUNITIES FUND INC.
PARTNERSHIP
Per: . Per:
Name: Name:

Title: Title:



55

IN WITNESS WHEREOF the Parties have executed this Acquisition Agreement.

UNIVERSAL ENERGY GROUP LTD.

Per:

‘Name: Mark Silver
Title: President,
Electricity & Gas Marketing
TERRA GRAIN FUELS INC.

Per:

Name:
Title:

TGF DEBENTUREHOLDERS:

INVESTMENT SASKATCHEWAN INC.

Per:

Name:
Title:

SASKWORKS VENTURE FUND INC,
{BASKWORKS DIVERSIFIED)

Per:

Name:
Title:

PRAIRIE VENTURES LIMITED
PARTNERSHIP

Per:

Namig:
Title:

TERRA GRAIN FUELS HOLDINGS INC.

Per:
Name:
Title:

SEMPRA ENERGY TRADING CORP.

Per:
Name:
Title:

AVRIO INVESTMENTS  INC. as. portfotio
manager and lawful attomey for N

FCC VENTURES; A DIVISION OF FARM
CREDIT CANADA

Per:
Name
Title;

W Kehn‘c’dy -
ice President

SASKWORKS VENTURE FUND INC.
(SASKWORKS RESOURCES) :

Per:
Name:
Title:

GOLDEN OPPORTUNITIES FUND INC.

Per:
Name:
Titla:

"GAOGADOND00 INMEErial Contrasts\ Acquisision Agreemeni\icauisition Agresment {terre) 11.doe

S R AU L S f P S . - -
! R B o R g S e 0 T D RNATE TR LT S fales e S T T



IN WETNESS WHEREOF the Parties have oxecuted this. Acquisition:Agreeraent.

UNIVERSAYL ENERGY GROUP LTD.

Name: Mark Silver
Title: President,
Electricity & Gas Markoting

TERRA GRAIN-FUELS INC.

Pur:

Name!
Title:

TGV-DEBEN TURENOLDERS:

INVES TMENT SASKATCHEWAN INC.

Per:

Name:,
Title:

SASKWORKS: VENTURE FLIND INC.
(SASKWORKS DIVERSIFIED)

PRAIRIE VENTURES LIMITED
PARTNERSHIP

TERRA GRAIN FUGLS 1TOLDINGS INC.

SEMPRA ENERGY TRADING CORP.

Par

Name:
Tirle:

FCC YENTURES, A DIVISION OF FARM
CREIT CANADA

Per:

Namwe:
Title:

SASKWORKS  VENTURE . FUND  INC.

(SASKWORKS RESOURCESY

Pzr;

Name:
Title:

GOLDEN OPPORTUNITHS FOND INCG. |

PPer:

Name: BAbET
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IN WITNESS WHEREOF the Parties have executed this Acquisition Agreement,

UNIVERSAL ENERGY GROUP LTD. TERRA GRAIN FUELS HOLDINGS INC.
Per: Per:
Name: Mark Silver Name:
Title: President, Title:
Electricity & Gas Marketing
TERRA GRAIN FUELS INC. SEMPRA ENERGY TRADING CORP.
Per:; Per:
Name: ) Name:
Title: Title:
TGF DEBENTUREHOLDERS:
INVESTMENT SASKATCHEWAN INC. FCC VENTURES, A DIVISION OF FARM
CREDIT CANADA
Per; Per:
Name: Name:
Title: Title:
SASKWORKS VENTURE FUND INC. SASKWORKS VENTURE FUND INC.
(SASKWORKS DIVERSIFIED) {SASKWORKS RESOURCES)
Per: — Per:
Name: @y dearre RoB doaa Name! dawgrr Aparrg o3 Qo)
Title: ookt 4 LES il REQENT Tite: R HAT 16 VAL AT
PRAIRIE VENTURES LIMITED GOLDEN OPPORTUNITIES FUND INC.
PARTNERSHIP o, 5 pren o
e LESAATION S VL .

Per of

Name:
Title:

_ 7 BEATIE BB Arias?
Title: dzps, T wies e RG]



TGF PRINCIPAL SHAREHOLDERS:

ALTFUEL STRATEGIC INVESTMENTS

- .* VERTEX ENERGY LIMITED

LTD.
Per: : Per;
Name: " £y A5 Hruicady Name:
Title: N oo Title:
TGF NON-PRINCIPAL SHAREHOLDERS:
PRO-TEST ENERGY LTD., . "RICK FUNK,

by its attorney Tim I. LaFrance

by his attorney Tim J. Lai*"rance

NED STUDER,
by his attorney Tim I. LaFrance

‘GLENDA BOURK,

by her-attomey Tim J, LaFrance

J. DRUMMOND FARMS INC.,

by its attorney Tim J. LaFrance

RAYMOND VAN DE WOESTYNE,
by his attorney Tim J. LaFrance

MORIN GROUP INC.,
by its attorney Tim J. LaFrance

PETER JELLEY,
" by his attomey Tim J. LaFrance

LEX MINERALS INC,,

by its attorney Tim J. LaFrance

TIM WICIJOWSKI,

" . by his.ettormey Tim J. LaFrance

LARRY WRIGHT,
by his attorney Tim J. LaFrance

' 'RON NUGENT,

by his attorney Tim J. LaFrance



TGF PRINCIPAL SHAREHOLDERS:

ALTFUEL STRATEGIC INVESTMENTS VERTEX ENERGY LIMITED

LTD.

Per: Pg\
Name: Name:
Title: Title:

TGF NON-PRINCIPAL SHAREHOLDERS: -

PRO-TEST ENERGY LTD., RICK FUNK,

by its attomey Tim J. LaFrance by his attorney Tim J. LaFrance

NED STUDER, GLENDA BOURK,

by his attorney Tim J. LaFrance by her attormey Tim J. LaFrance

VAN DE WOESTYNE,

J. DRUMMOND FARMS INC.,

by its attorney Tim J. LaFrance by his attorney Tim J. LaFrance
MORIN GROUP INC,, PETER JELLEY,

b

by its attorney Tim J. LaFrance

y

LEX MINERALS INC., TIM WICIJOWSKI,

by its attorney Tim J. LaFrance by his attorngy Tim J. LaFrance
LARRY WRIGHT, RON NUGENT,

by his attorney Tim J. LaFrance by his attorney Tim J. LaFrance
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101072357 SASKATCHEWAN LTD.,
by its attorney Tim J. LaFrance

JIM BAIRD,
by his attorney Tim J. LaFrance

MICHAEL LANIGAN,
by his attorney Tim J. LaFrance

LOUIS DUFRESHNE,
by his attorney Tim J. LaFrance

GRANATIER
Granatier),
by his ey Tim J. L. aFrance

INVESTMENTS

DAVE DUNN,
by his attorney Tim J. LaFrance

JOHN RITCHIE,
by his attorney Tim J. LaFrance

DAN MARCE,
by his attorney Tim J. LaFrance

DGM BANK & TRUST INC.,
by its attorney Tim J. LaFrance

COURTLAND MANAGEMENT LTD.,
by its attorney Tim J. LaFrance

1401993 ONTARIO LIMITED,
by its attorney Tim J. LaFrance

MORLEY SILVER,

by his attorney Tim J. LaFrance

MI CHAEL SILVER,
by his attorney Tim J. LaFrance

MIKE PILON,
by his attorney Tim J. LaFrance

SHELDON FRIEDLAND,
by his attorney Tim J. LaFrance

POLAR MOUNTAIN CORP
by its attorney Tim J. LaFrance

GEORGE KRIESER,
by his attorney Tim J. LaFrance

PE
by his attorney Tim I. LaFrance

LDL CORP.,
by its attorney Tim J. LaFrance

YEE ON INVESTMENT COMPANY LTD.,

by its attorney Tim J. LaFrance
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OWEN M LL,
by his attorncy Tim J. LaFrance

MARK SILVER,
by his attomey Tim J. LaFrance

VAN DE HOLDING CO. LTD., KARAL MANAGEMENT LIMITED,
by its attorney Tim J. LaFrance by its attorney Tim J. LaFrance

G- - SUNDOG SERVICES LTD.,
by its attorney Tim J. LaFrance by its attorney Tim J. LaFrunce

[Signature pages for Acquisition Agreement
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NATURAL GAS PURCHASE AND SALE AGREEMENT

between
UNIVERSAL GAS & ELECTRIC CORPORATION
and

SEMPRA ENERGY TRADING CORPF.

Dated as of February 2, 2007
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NATURAL GAS PURCHASE AND SALE AGREEMENT

This Natural Gas Purchase and Sale Agreement (this “Agreement”) is dated as of

February 2, 2007 and entered into by and between:

UNIVERSAL GAS & ELECTRIC CORPORATION
_(“UGE”)', a Delaware corporation,

and
SEMPRA ENERGY TRADING CORP. (“Sempra”), a
Delaware corporahon
RECITALS

UGE is a retail load aggregator and is in the business of supplying” Gas to
commerdial customers in Michigan and such other jurisdictions as UGE's board
of directots shall determine and as shall be permitted by the terms hereof.

UGE has agreed to engage Sempra to act as UGE’s exclusive supplier of Gas on
the terms and conditions set forth herein.

UGE has agreed. to secure all of its obligations to Sempra hereunder by the grant

of a First Priority security interest on substantally all of UGE’s current.and-

future assets, including all cash and Cash Equivalents, all accounts. receivable
and all deposit accounts.

UGE has agreed that-all payments from UGE’s customers and the LDCs:making

ents to UGE shall be paid to a specified lockbex ar by wire transfer to
sPeufied blocked accounts under the control of Sempra, from which amounts
shall be paid first to Sempra in satisfaction of paythents dué hereunder and any
excess amounts then paid to UGE.

In consideration of the premises and in order to induce Sempra:to enter into the

Transaction with UGE and for other good and valuable ronsideration, the receipt and
adequacy of which are hereby acknowledged by each of the Parties, UGE and Sempra
hereby agree as follows:
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ARTICLE1
INTERPRETATION

Definitions
In this Agreement, including the redtals to this Agreement, the following terms

have the meanings set forth below:

225M0 v

“Affiliate”, as applied to any Person, means any other Person directly or
indirectly controlling, controlled by, or under common control with, that Petson
or that is related to such Person by birth or marriage. For the purposes of this
definition, “control” (including, ~with correlative meanings, the terms

“controlling”, “controlied by” and “under common control with”), as applied to
any Person, means the possession, directly or indirectly, of the power to direct or
cause the direction of the management and policies of that Person, whether
through the owriership of voting securities or by contract or otherwise.

“Asset Sale” means the sale by UGE to any Person of (i) substantially all of the
assets of any division or line of business of UGE or (ii) any ather assets {(whether
tangible or mtang1b1e) of UGE (other than (A) inveniory sold in-the ordinary
course of business and (B) any other assets to the extent that the-aggregate value
of such assels sold in any singlé transaction or related series of transactiéns is
eqqual to-or less than $50,000).

“Assignment Agreement” means an agreement dated as of th¢ Closing Date in
substantially the form attached as Exhibit E hereto with. any changes thereto or in
such other form as may be satisfactory to Sempra in the exercise’ of its sole
discretion, as amended, restated, modified, or otherwise supplemented on or
after the Closing Date.

“Bank” means The Bank of Nova Scotia.
“Base Price” has the meaning assigned to such term in Section 2.4.

"Blocked Accounts” means the United States dollar deposit account

g with the Bank at the Bank’s Markham, Ontario branch, which
account shall be in the name of UGE but subject to the control of Sempra in
accordance with the Blocked Account Agreement.

“Blocked Account Agreement” means an agreement dated. as of the Closing
Date in substantially the form attached as Exhibit A hereto with any changes
thereto ar in such other form as may be satisfactory to Sempra in the exercise of
its sole discretion, as amended, restated, modified, or othérwise suppleménted
on or after the Closing Date. ‘

“Budget” has the meaning assigned-to such term in Section 10.1{g)(v}

-2-




“Business Day” shall mean a calendar day other than a Saturday, Sunday or
statutory or banking holiday in New York, New York or Toronto, Ontario.

”Capital Lease”, as applied to any Person, means any lease of any property
(whether real, personal or mixed) by that Person as lessee that, in conformity
with GAAP, is accounted for as a capital lease on the balance sheet of that
Person,

“Cash Equivalents” means, as at any date of determination, (i} marketable
securities (A) issued or directly and unconditionally guaranteed as toiriterest
and principat by the Government of the United States or the Government of
Canada or (B) issued by any agency of the United States or Canada the
obligations of which are backed by the full faith and credit of the United States ar
Canada in each case maturing within one year after such date; (i) marketable
direct obligations issued by: (A) any state of the United States or any political
subdivision of any such state; {B) any province Canada or any political
subdivision of any such province; or (C) or any public instrumentality thereof, in
each case maturing within one year after such date and having; at the.time-of the
acquisition thereof, the highest rating obtdainable from e:ther S&P or- Moedy s;
(iif) commercial paper maturing no more than one year from the date of creation
thereof and having, at the time of the acquisition thereof, a ratingof at least A-1
from S&P or at least P-1 from Moady’s; (iv) certificates of deposit or bankers’
acceptances maturing within one year after such date and issued or:accepted by
any lender or by any commercial bank listed in ScheduleI to the Bank Act
(Canada) or any major money-center United States commercial bank; and. {v)
shares of any money market mutual fund that (A) has at least 95% of its assets
invested continuously in the types of investments referred to inl clauses (i) and
(i) above, {C) has net assets of not less than $500,000,000, and (C) has the highest
rating obtainable from either S&P or Moody's.

“Change in Control” means, with respect to UGE: if, at any time of the
determination thereof, UEGL or Universal shall cease to owri or control, directly
or indirectly, 100% of the Equity Interests in UGE.

“Closing Date” has the meaning assigned to such term in Section 8.1.

»Collateral” shall have the meaning ascribed to such terin in the Security
Agreement.

“Collateral Documents” means the Security Agreement, the Blocked Account
Agreement, the UEGL Pledge Agreement, the UEGL Guarantee, the Universal
Pledge Agreement, the Universal Guarantee and all otheér instruments or
documents delivered pursuant to this Agreement or otherwise in order to grant

-3-
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to Sempra a Lien on any real, personal or mixed property of UGE as security for
the obligations secured pursuant to the Security Agreement.

“Contingent Obligation”, as applied to any Person, means any direct or indirect
liability, contingent or otherwise, of that Person .(i} with respect to any
Indebtedness, lease, dividend or other obligation of another .if the primary
purpose or intent thereof by the Person incurring the Contingenit Obligation is to
provide assurance to the obligee of such obligation of another that such
obligation of another will be paid or discharged, or that any agreements relating
thereto will be comphed with, or that the holders of such obhganon will be
protected: (in whole or. in part) against loss in respect thereof, or (if) with respect
to any letter of credit issued for the account of that Persen or as'to which that
Person is otherwise liable for reimbursement &f drawings, or (il) uridet -any
hedge agréements. Contingent Obligations shall include {A) the direct or
indirect guaranty, endorsement (otherwise than for collection or deposit in ‘the
ordinary course of business), co-making, discounting with recourse or sale with
recourse by such Person of the obligation of another, (B) the obligation to make
take-or-pay or similar payments if required regardless of non-performance by
any other party or parties to an agreement, and (C) any liability of such Person
for the obligation of another through any agreement (contingent or otherwise) (1)
to purchase, repurchase or atherwise acquire such obligation or any security
therefor, or to provide funds for the payment or discharge of such gbligation
(whether in the form of loans, advances, stock purchases, capital contributions or
otherwise) or (2) to maintain the solvency or any balance sheet item, level of
income or financial condition of another if, in the case of any agreement
described under subclauses {1} or (2) of this sentence, the primary purpose or
intent thereof is as described in the preceding sentence. The amount of any
Contingent Obligation shall be equal to the amount of the obligation so
guaranteed or otherwise supported or, if less, the amount to -which such
Ccm tingent Obligation is specifically limited.

“Contract Price” shall mean the price-in United States dollars per MMBtu to be
paid by UGE to Sempra for Gas purchased and sold hereunder.

“Céntract Quantity” shall have the meaning set forth in Section 2.3.

“Contract Year” shall mean each successive 12-month period during the term
hereof with the initial Contract Year commencing on the date first written above,

-each subsequent Contract Year commencing on the annual _anniversary of such
- -date and-the final Contract Year endirg on the date of termination hereof. - -

“Contractual Obligations”, as applied to any Person, means any provision of
any Securities issued by that Person or of any material indenture, mortgage, deed
of trust, contract, undertaking, agreement or other instrument to which that

-4-
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Person is a party or by which it or any of its properties is bound or to-which it or
any of its properties is subject.

“Customer-Equivalents” means the aggregate of the following calculations for
each relevant Gas customer and, to the extent UGE ever commences marketing
electric energy, electric energy customer that enters into a commodity supply
contract with UGE during any relevant period:

For each such customer, the greater of:
(i) one (1); or
(ii}  an amountequal to:
(A}  with respect Gas customers:

(I}  the average amount of Gas per month (expressed in
gigajoules) consumed by that customer during the
shorter- of ‘the number of months that customer has
been a customer of UGE or the previous twelve (12}
months; multiplied by '

()  twelve (12);

which product of (I) and (II) shall be rounded upwards or
downwards, as the case may be, to the nearest multiple of
one hundred six {106) and ther divided by one hundred six
(106); and

(B}  with respect to electric energy customers:

1)) the average amount of electric energy per month
(expressed in kilowalts) consumed by that customer
during the shorter of the number of months that
customer has been a customer of UGE or the previous
twelve {12) months; multiplied by

I  rwelve (12)

which product of () and (1) shall be rounded upwards or
downwards, as the case may. be, to the nearest multiple of
ten thousand (10,000) and then divided by ten thousand

{10,000);
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provided, that where a customer is both a Gas customer and an electric energy
customer, its Customer Equivalent for both commodities shall be included in

such calculation.

“Customer Load” means, with respect to a customer of UGE, the Gas load
requirements of that customer.

“Defaulting Party” shall have the meaning set forth in Section 11.1.

“Delivery Point” shall mean the point or points where delivery and receipt of
Gas is to take place, as agreed to by Sempra and UGE in accorddnce with this
Agreement.

“Electricity Swap” shall refer to any swap, contract for differences, option or
other transacHon in respect of electric energy including any transaction under the
Universal Swap Agreement or the UELP Swap Agreement.

“EPT” means eastern prevailing time.

“Equity Interests” means (1} with respect to a corporation, any-and all shares,
interests, participation or other equivalents (however designated) of corporate-
stock, including all common stock.and preferred stock, or warrants, aptions or
other rights to acquiire any-of the foregoing and (11} with respect to a partnership,
limited liability company or siilar Person, any and all units, interests, rights to
purchase, warrants, options; or other equivalents of, or other ownership interests
in, any-such Person.

“First Priority” means, with respect to any Lien purported. to be'created in any
Collateral pursuant to any Collateral Document, that (I) such Lien is perfected
and has priority over any other Lien on such Collateral and () such Lién.is the
only Lien {other than Permitted Liéns) to which such Collateral is siubject.

“Fiscal Quarters” méans the fiscal quarters of UGE ending on March 31, June 30,
September 30 and December 31 of each calendar year.

“Fiscal Year” means the fiscal year of UGE ending on September 30 of each
calendar year.

“Force Majeure” means an occurrence or event not reasonably within the control
of the affected Party and which by the exercise of due diligence of such Party
could not have been prevented or overcome, including the following: (ii)
physical events such as acts of God, landslides, lightning, -earthquakes; fires,
storms or storm warnings, such as hurricanes, which result in evacuation of the
affected area, floods, washouts, explosions, breakage or accident or necessity of
repairs lo machinery or equipment or lines of pipe; (iii) weather related events
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affecting an entire geographic region, such as low temperatures which cause
freezing or failure of wells or lines of pipe; (iv) interruption of firm
transportation and/or storage by Transporters; (v} acts of others such as strikes,
lockouts or other industrial disthurbances, riots, sabotage, insurrections.or wars;
and (vi) governmental actions such as necessity for compliance with any.court
order, law, statute, ordinance, or regulation promulgated by a Governmental
Entity having jurisdiction.

“Free Cash” means for any period, UGE'’s operating ¢ash flow for such periad
net of any liabilities that are past due minus any cash Hows associated with
investing activities during such period {e.g., capital expenditures} and minug any
cash flows associated with financing activides during such period (e.g., debt
repayments), all as evidenced in UGE's financial statements for such period
prepared in accordance with GAAP,

“GAAP” means generally accepted accounting principles in the United States
approved by the Financial Accounting Standards Board.

“Gas” means merchantable natural gas-comprised of a mixture of hydrocarbons
and non-combustible gases in a gaseous state consisting primarily of methane
that meets the specifications of the relevant Transporters in effect at the time the
natural gas is delivered, including quality, temperature.and pressure.

“Gas Daily” means the publicationi Gas. Daily, as published by Platts, a division
6f The McGraw Hill Companies, Inc., of any successor publication thereto.

“Gas Day” means, with Tespect to a delivery of Gas, a period of 24 consecutive
hours of Gas flow, coextensive ivith a “Gas Day,” “Flow Day,” “Gas Flow 'Day”
or equivalent term, as defined in the tariff of the Transporter in respect.of such
Gas.

“Gas Settlement Date” means, with respect to Gas delivered in accordance with:
this Agreement, the 25% calendar day of the calendar month following the-month
of such delivery.

“Gas Transaction” means.a purchase and sale of Gas to be performed pursuant
to this Agreement, as evidenced by a Nomination Netice.

“Governmental Entity” means (I) any intemnational, multinational, national,
federal, provincial, state, local or other governmental or public department,
central bank, court, commission, board, bureau, agency or instrumentality,
domestic or foreign, (II) any subdivision or authority of any of the above, (Hi)
any quasi-governunental or private body exercising any regulatory, expropriation
or taxing authority under or for the account of any of the above, and (IV) any
stock exchange.
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”GST" shall have the meaning set forth in Sectioni 4:2 hereof.
“Held Margin Amount” shall have the meaning set forth in Section10.3.

“Indebtedness”, as applied to any Person, means (I) all indebtedness for
borrowed money, (11} that portion of obligations with respect to Capital Leases
that is properly classified as a liability on a balance sheet in conformity with
GAAP, (IlI) notes payable and drafts accepted representing extensions of credit
whether or not representing obligations for borrowed money,.(IV) any" obht,anon
owed for all or any part of the deferred purchase-price of property or services,
which purchase price is (1) due more than six months from the date of incurrence
of the obligation in respect thereof or (2) evidenced by a note or similar written
instrument, and (v) all indebtedness secured by any Lien on any property or
asset owned or held by that Person regardless of whether the indebtedness
secured thereby shall have been assumed by that Person or is non-recourse to'the
credit of that Person.

“Investment” means ([} any direct or indirect purchase or other acquisition by a
Person of, orof a-beneficial interest in, any Securities of aily other Petson, (I).any
direct or indirect loan, advance (other than advances to employees for moving,
entertainment and travel expenses, drawing accounts and similar expenditures
in .the ordinary course of business) or capital contribution.by a Person to any
other Person, including all indebtedness and accounts receivablé from.that other
Person that are not current assets or did not arise from sales to that other Person
in the ordinary course of business, or (IlI) any interést rate agreements or
currency agreements,

“JPO Date” the closing date of the initial public offering of UEGL.

“LDC” means the. local distribution company responsible for deliverinig Gas to
UGE's customers in a particular geographic-area.

“LDC Citygate” means the delivery point for the distribution system of the
applicable LDC,

“LIBOR” means, for any day, the rate per annum equal to the London Interbank
Qffered Rate that appears in the "Money Rates” section of The Wall Street Journal

on that day.

“Lien” means (I) any mortgage, charge, pledge, hypothecation, security interest,
assignment by way of security, encumbrance, lien {statutory or otherwise), hire
purchase agreement, conditional sale agreément, deposit arrangement, title
retention agreement or arrangement, or any assignment, arrangernent or
condition that in substance secures payment or performance of-an obligation, (II}
any trust arrangement, (II) any arrangement which creates a right of set-off out

-8-
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of the ordinary course of business, {{V} any option, warrant, right or privilege
capable of becoming a transfer, sale, assignment, exchange, gift, donation or
other disposition of Securities where possession, legal title, beneficial ownership
or the economic risk or return associated with such Securibies passes directly or
indirectly from one Person or td another to the same Ferson in a different legal
capacity, whether or not for value, whether or not voluntary and however
oceurring, or (V) any agreemerit to grant any such rights or interests.

“Lockbox” means a lockbox to be established by UGE at the Bank forthwith after
request by, and on terms and conditions acceptable to, Sempra.

"Margm Determma tion Day shall have the meaning set forth in Section10.3.

”Matenal Adverse Effect” means (I) a matena] adverse effect upon the busmess

operalions, properties, assets, condition (financial or otherwise) of UGE, UELP or
Universal or (L) the impairment of the ability of (1) Sempra to enforce its rights
and remedies under the Transaction Documents or (2) UGE or Universal to.
perform its respective obligations thereunder.

“Moody’s” means Moody’s Investors Service, Inc. or its successor.
“Net Settlement Amount” shall have the meaning set forth in Section.11.3.

“New Supplier Guaraﬁiy” shall have the meaning assigned to it in
Section 10.2(c).

“Nomination Notice” shall have the meaning set forth in Section 3.1(a}.
“Non-Defaulting Party” shall have the meaning set forth in Section 11.1.
“Non-Performiiig Party” shall have the meaning set forth.in Section.11.4.
“Notional Exposure Amount” shall have the meaning set farth in-Section 10.2(t).

“Organizational Dociments” means, with respect to any Person, the certificate
of incorporation, charter, by-laws, certificate of limited partnership, partnership
agreement, certificate of formation, limited lability company agreement,
operating agreement, joint venture agreement, or other similar organizational
instrument or document governing such Person.

“Qutstanding Margin Amount” shall have the meaning set forth in Section 10.3.
~Parties” means UGE and Sempra and “Party” means either one of them.

“Performing Party” shall have the meaning set forth in Section 114
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“Permitted Liens” means following types of Liens (excluding any Lien expressly
prohibited by any applicable terms of any of the Transaction Documents):

(a)

(b)

(c)

(d)

{e)

(B

Liens for taxes, assessments or governmental charges or claims the
payment of which is not, at the time, required by Section 10.1(a);

statutory Liens of landlords, statutory Liens of banks, statutory Liens of
carriers, warehousemen, mechanics, repairmen, workinen and
materialmen, and other Liens imposed by law, in each case in¢urred in the
ordinary course of business {i) for amounts not yet overdue or (u) for
amounts that are overdue and that (in the case of any such amounts
overdue for a period in excess of 5 days) are being contested in good faith
by appropriate proceedings, so leng as {A) such. reserves or. other
appropriate provisions, if any, as shall be required by GAAP shall have
been made for any such contestecd amounts, and (B).in the case of a Lien
with réspect to any portion of the Collaterai, such: contest proceedings
conclusively operate to stay the sale of any portion of the Collateral on
account of such Lien;

depaosits made in the ordinary course of business in connéction with
workers’. compensation, unemployment insurance and other types of
social security, or to secure the performance of statatory obligations, bids,
leases, government contracts, trade coniracts, and .other similar
obligations (exclusive of obligations for the payment of borrowed money),
so long as no foreclosure, sale or similar proceedings have been
cominenced with respect to any portion of the Collateral on account
thereof;

licenses, leases or subleases granted to third parties in accordance with
any applicable terms of the Collateral Docuinents and ngt interfering in
any material respect with theé ordinary conduct of the business of UGE or
resulting in a material diminution in the value of any Collateral as security
for the obligations secured pursuant to the Security Agreement;

easements, rights-of-way, restrictions, encroachments, and other minor
defects or irregularities in title, in each case which do not and will not
interfere in any material respect with the ordinary conduct of UGE’s
business or result in a material diminution in the value of any Collateral as
security for the obligations secured pursuant to the Security Agreement;

any {i) interest or title of a lessor or sublessor under any léase not
prohibited by this Agreement, (ii) Lien or restriction that the. interest or
title of such lessor or sublessor may be subject to, or (m) subordmahon of
the interest of the lessee or sublessee under such lease to any Lien or
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restriction referred to in the preceding clause (ii), so 16ng as the holder of
such Lien or restriction agrees to recognize the rights of such lessee or
sublessee under such lease;

(g)  Liens arising from filing financing statements relating solely to leases not
g & g & . g b
prohibited by this Agreement;

(hy any zoning or similar law or right reserved to or vested in any
governmenta! officc or agericy to control or regulate the use-of any real
property;

{i) Liens granted pursuant to the Collateral Documents;

M Liens securing obligations (other than obligations representing
Indebtedness for borrowed money) under operating, reciprocal easement
or sumnilar agreements entered into in the ordinary course of UGE’s
business;

{k}  Liens created in connection with secured debt in aggregate not to exceed
$50,000, created or assumed to finance any part of the purchase price of
tangible personal property; and

{0 a single Silent Second Lien created by UGE in accordance with Seclion
10.2(c) (with a third-party commodity supplier to a New:Supply Affiliate
as the holder of such Silent Second Lien} after June 30, 2010 to sécure the
obligations of UGE arising undér a New Supplier Guaranty.

“Person” means a natural person, parinership, limited parinership, limited
liability partnership, corporation, limited lability corporation, unlimited liability
company, joint stock company, trust, unincorporated association, joint venture or
other entity or Governmental Entity, and pronouns have similarly extended
meaning. )

“Proceeding” means any action, suit, proceeding (whether administrative,
judicial or otherwise and indluding any regulatory proceeding), governmental
investigation or arbitration.

“Replacement Price” shall have the meaning assigned to it in Section 11.4(c).

“S&P” means Standard & Poor’s, a division of The McGraw-Hill Companies,
Inc., or its successor.

»Sales Price” shall have the meaning assigned to it in Section 11:4(c}.
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“Gchedule” means the act of Sempra, UGE or any relevant Transparter nofifying,
requesting and confirming in writing to each other the quantity-of Gas to be
delivered pursuant to this Agreement on any Business Day.

“Securities” means:

{a) a document that is (i} issued in bearer, order or registered form, (i} of a
type commonly dealt in upon sécuritiés exchanges -or markets or
commonly recognized in any area in which it is issued or.dealt in as a
medium. for investment, {iii) one of a class or series or by its terms is
divisible into a class or series of documents, and (iv) evidence of.a share,
participation. or other interest in properly or In any enterprise or is
evidence of an obligation of the issuer and includes an uncertificated
security; and

(by  ashare, participation or other interest in a Person.

“Security Agreement” means the agrecment dated as of the Closing Date in
substantially the form attached hereto as Exhibit B with any changes thergto as
may be satisfactory to Sempra in the exercise of its sole discretion, ag amended,
restated, modified, or otherwise suppleriented on or after the Closing Date.

~Settlement Amount” shall have the meaning set forth in Section 11.3 hereof.

“Silent Second Lien” means a Lien that is second in prigrity (aside from
statutory liens) to the secwity interést of a First Priority Lien-holder and in
respect of which the holder thereof has agreed to, among other things, certain
restrictions on the exercise of its rights by entering into- an interereditor
agreement with the relevant pledgor and the holder of the First-Priority ‘Lien,
which agreement shall be substantially similar to the intercreditor agreement
attached hereto as Annex 1.

“Subsidiary”, with respect to any Person, means any corporation, partnership,
trust, limited liability company, association, joint venture or other business entity
of which more than 50% of the total voting power of shares of stock or other
ownership interests entitted (without regard to the occurmrence of any
contingency) to vote in the election of the members of the board. of directors or
similar governing body is at the time owned or controlled, directly or indirectly,
by that Person or one or more of the other Subsidiaries of that Person or a
combination thereof.

“Taxes” shall have the meaning set forth in Section 4.1 hereof.

"Termination Event” shall have the meaning set forth in Section 11.1 hereof.
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“Transaction” means the transactions contemplated in this Agreement.

“Transaction Documents” means this Agreement and all confirmations
evidencing the terms of Gas Transactions hereunder, the Assignment Agreement,
the Collateral Documents and.each other agreement that may be entcrcd inio by
the parties hereto in connection with the Transaction (in each case, as such
agreement may be amended, restated, modified or otherwise supplemented on
or after the date hereof}.

“Transporter” means a natural gas pipeline company through the facilities -of
which Gas to be purchased or sold hereunder is delivered, received or stored.

“Transportation Costs” means Transporter demand arid capacity charges and all
the variable costs incurred by Sempra as principal or agent for delivering or
storing Gas in accordance with this' Agreement, including fuel shrinkage or
losses, commodity costs and any other charges made in accordance with any
relevant tariffs approved by the applicabte Governmental Entity..

“UEGL” means Universal Energy Group Lid., a Canada Corporation:and the
ultimate parent of UGE.

“UEGL Guarantee” means the unlimited guarantee to be delivered by UEGL to
Sempra on the Closing Date in the fornm: of Exhibit C hereto.

“UEGL Pledge Agreement” means the securities pledge agreeément to be
delivered by UEGL to Sempra on the Closing Date in the. form of Exhibit D
hereto.

“UEGL’s Counsel” means Burnet, Duckworth & Palmer LLP.

“UELP” means Universal Energy Limited Parmership, an Ontario limited
parinership, an Affiliate of UGE.

“UJELP Agreements” means the UELP Gas Agreement and the UELP Swap
Agreement.

“UELP Gas Agreement” means any agreement containing the terms on which
Sempra shall sell Gas to UELP in the future and, in particular, that certain
Natural Gas Purchase and Sale Agreement, as it may be amended from time to
Hme, containing terms substantially similar to the terms contained in this
agreement, proposed to be entered into between UELP and Sempra as soon as
UELP is granted certain requisite regulatory licenses in the province of Ontario.

“UELP Swap Agreement” means any agreement containing the terms on which
Sempra shall enter into Electricity Swaps with UELP in the future and, in
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~Swap-Agreement- - - -

particular, that certain Electricity Swap Master Agreement, as it may be amended
from time to time, coritaining terms substantially similar to the terms contained
in the Universal Swap Agreement, proposed to be entered into between UELP
and Sempra as soon as UELP is granted certain requisite regulatory licenses in
the province of Ontario.

“UJGE's Counsel” means Miller, Canfiéld, Paddock and Stone PLC.

"Universal” means Universal Energy Corporation, an Ontario- corporation, an
Affiliate of UGE.

“Universal Agreements” means the Universal Gas Agreement and the Universal

“Universal Gas Agreement” means that certain Amended and Restated Natural
Gas Purchase and Sale Agreement dated as of February 2, 2007, as -amended
from time to fime, between Universal and Sempra.

“Universal Swap Agreement” means that certain Amended and Restated
Electricity Swap Master Agreement dated as of February 2, 2007, as amended.
from timne to time, betiveen Universal and Sempra.

“Universal Guarantee” means the unlimited guarantee to be delivered by
Universal to Sempra on the Closing Date in the form of Exhibit F heréto.

“Universal Pledge Agreement” means the securities pledge agreesiant to be
delivered by Universal to Sempra on the Closing Date in the form of Exhibit G
hereto.

“Universal’s Counsel” means Michael Silver.

References

(a)  References in this Agreementto “this Agreement”, “hereof”; “hereto” or
“hereunder” and similar expressions mean and refer to this Agreement
and not to any particular provision of this: Agreement-and includes every
instrument supplemental or ancillary thereto.

(b}  References in this Agreement to Articles or Sections are to Articles or
Sections in or to this Agreement, unless otherwise stated.

(¢) References to “including” means including, without limitation, and
“includes” and other derivatives thereof shall have corresponding
meanings.
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d In computatibn of periods of time in this Agreement from a specified date
to a later specified date, the word “from” means “from and induding”
and the words “to” and “until* each means ”to but excluding”.

1.3  Heéadings and Division

The division of this Agreement into Articles and Sections and the provision of
headings in this Agreement.ate inserted for convenience of reference only and shall not
affect the construction or the interpretation of this Agreement.

14  Included Words

In this Agreement, words importing the singular shall indlude the plural and vice
versa and words importing gender shall include the masculine, feminine and neuter
genders, all as may be applicable by the context. '

1.5  Conflict between this Agreement and any Confirmation

In the event of a conflict between the terms and conditions of this Agreement and
the terms and conditions of any Gas Transaction, as may be evidenced by a
confirmation, the provisions in the confirmation shall govern except with respect to
matters described in Articles 11 and 12 hereof in respect of which the provisions in this
Agreement shall govern.

1.6  References to Agreements or Statutes

 Any reference in this Agreement to an agreement shall, unless the context
otherwise requires, mean and refer to such agreement as modified, amended, restated
or supplemented from time to time, and a reference to any statute is a reference to that
statute and any regulations made pursuant thereto as re-enacted, varied, amended,
modified, supplemented or replaced from time to tirne.

1.7  Currency; Unit Conversions

All references to currency in this Agreement are, unless otherwise expressly
specified, deemed to mean currency of the United States. For the avoidance of doubt,
2CDN$” shall refer to Canadian dollars. For the purpose of any conversion of
gigajoules to MMBTus required herein, 1.053 gigajoules shall equal one MMBtu.

ARTICLE 2
PURCHASE AND SALE OF NATURAL GAS

2.1  Nature of the Agreement

This Agreement establishes standard, binding terms and conditions governing
all Gas Transactions between Sempra, as seller of Gas, and UGE; as buyer of Gas. Each
Gas Transaction shall constitute a part of this Agreement and all Gas Transactions,
together with this Agreement and the Transaction Documents (which are hereby
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incorporated herein in their entirety by reference) shall constitute a single agreement.
Each Gas Transaction is entered into in réliance on the fact that this Agreement and all
Gas Transactions entered into hereunder constitute a single agreemient. Any reference
contained herein, or in any other agreement or document that is intended to refer to this
Agreement is hereby deemed by the Parties to be a reference to this Agreement’ as
supplemented by any Gas Transactions and the provisions of the “Transaction
Documents. For the avoidance of doubt, the contract price of the remaining contract
quantity of Gas to be delivered in respect of each Gas Transaction with Sempra assigned
to UGE from Universal pursuant to the Assigrument Agreement, shall be the price
agreed-to between Universal and Sempra pursuant to the terms of the Universal Gas
Agreement as in effect at the time such Gas Transaction.was originally entered-into and
as set forth in any confirmation evidencing each such-Gas Transaction.

2.2 Exclusive Supply

UGE hereby agrees that Sempra will be UGE's exclusive supplier of Gas and that
UGE will not purchase Gas from any other Person duting the term of this Agreement,
except as permitted pursuant to Section 10.2(a).

2.3 Contract Quantity

Subject to provisions otherwise in this Agreement, each day during the term of
this Agreement, provided Sempra receives UGE’s Nomination Notice in’ accordance
with the iming requirements set forth in Section 3.1, UGE shall purchase and receive
from Sempra, and Sempra shall sell and deliver to UGE, at the Delivery Paints specified
with respect to any applicable Gas Transactions, the quantity of Gas indicated. with
respect to that day in the Nomination Notices applicable to that day (the “Contract
Quantity”), as balanced by the relevant LDCs, o satisfy the requirements of UGE's
Customer Load for that day in accordance with the terms and conditions of this
Agraernenit.

24  Contract Price
(a)  For each Gas Transaction hereunder that acts as a hedge of Sempra’s.
market price risk with respect to a fransaction in respect of Gas entered
into by Sempra with a third party on terms negotiated by UGE with.that
third party and acceptable to Sempra (that gas transaction a “Sleeve
Transaction”), the Contract Price per gigajoule shall be equal to the sum
of the following amounts:

{i) the fixed price actually paid or récéived by Seémpra, per MMBtu,
under such Sleeve Transaction (the “Base Price”}); plus

{ii) all actual related. risk management and deliv‘éry expenses incurred
by Sempra with respect to the Gas Transaction or the related Sleeve
Transaction, including brokerage commissions, interest costs for
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(b)

required cash margin or other collateral posted in connection with
the Gas Transaction or the related Sleeve Transaction, costs for
breaking and/or replading any hedge, delivery charges, and similar
costs and expenses incurred by Sempra divided by the Contract
Quantity associated with such Transaction to determine the per
MMBtu amount of such costs, expenses and charges; plus

(iif) 28588 of the Base Price.

For each Gas Transaction that does not act as a hedge of Sémpra’s market
price risk with respect to a Sleeve Transaction, a price mutually agreed
between UGE and Sempra; prawded that, when UGE requests that Sempra-
offer a price quote in respect of such a proposed Gas Transaction, Sempra.
shall act in good faith to offer 2 commercially reasonable price based on
Sempra’s assessment of the then-prevailing market.

2,5  Firm Basis

All purchases and sales of Gas made pursuant to all Gas Transactions under this
Agreement shall be made on a firm ba5|s in accordance with the operating tariff of each
applicable LDC.

ARTICLE 3
"NOMINATIONS

31 Gas Nomination

(@)
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To make a purchase of Gas hereunder and to enable Sempra to make
Transporter nominations for UGE in accordance with ‘the provisions
hereof, UGE shall provide to Sempra, in writing and at or prior to the time'
specified, the following noiminations (each a “Nomination Notice"):

(i) by 9:00a.m. EPT on the second to last Business Day prior to
physical Gas flow for the next ensuing delivery month, UGE’s
monthly baseload nomination for any Gas to be purchased by UGE
from Sempra for that next ensuing delivery month; and

(i) by 9:00 a.m. EPT on the Business Day prior to physical Gas flow for
any day during the term of this Agreement for which UGE requires
additional -quantities of Gas from Sempra, UGE’s nomination for
Gas to be purchased by UGE from Sempra for that day, which
non-baseload purchases of Gas shall be for an equal and rateable
volume of Gas for each Gas Day until the next Business Day.
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(b)  Sempra shall perform all Transporter nominations for UGE based on the
Nomination Notice submitted by UGE to Sempra; provided that UGE
shall, to the extent necessary, perform all nominations behind LDC

Citygates.

() Sempra will act as (i) UGE’s agent, or {ii) when required by -a particular
Transporter and agreed to by Sempra (in Sempra’s sole discretion),
principal, in respect of Transporter capacity required -to- service UGE’s
Customer Loads. Accordingly, UGE will either reléase Transporter
capacity to Sempra, or appoint Sempra o act as UGE's agent in respect-of
all Transporter capacity held by UGE on the Closing Date and at any time
after the Closing Date so long as this Agreement is in force.. UGE will also,
provide to Sempra instructions regarding any additional capacity.
required for monthly or seasonal periods sufficient to enable Sempra to
locate and acquire such capacity in a timely and efficient manner. Sempra.
will then .acquire such additicnal Transporter capacity, as directed by and-
as agent for UGE, provided that UGE has agreed to pay the démand
charges with respect thereto.

(d) UGE (the “Indemnitor”) hereby agrees to indemnify, defend, save and
hold harmless each of Sempra and any third party acting on Sempra’s
behalf, and each of their respective directors, officers, employees,
shareholders, partners, counsel, auditors, accountants, agents, advisors
and other representatives and each of the heirs, executors, successors and
assigns of any of the foregoing (collectively, the “Indemnitee”), from and
against any and all losses, Habilities, fines, penalties, claims and actions of
any kind including reasonable legal fees and expenses and costs of court
and any -imbalance or other penalties or charges impesed by any
Transporter or LDC (collectively, “Damages”) which are caused by, arise
from, are incurred in connecton with or relate in any way to'the services
described in -clauses (b) and (c} of this Section 3.1 t6 be provided to UGE'
by Sempra or any Indemnitee; provided, however, this indemnity shall
not apply to such Damages caused by the gross negligence or willful
misconduct of such Indemnitee.

32 Imbalance Penalties

Each Party shall notify the other Party as promptly as reasonably practicable of
any change ih the quantity or rate at which such Party will be able to deliver or receive
Gas hereunder: The ParHes agree to cooperaté immediately to adjust the Gas
nominations as necessary to bring deliveries and receipts into balance so that penalties
are avoided or minimized as much as possible. .Any imbalance between the quantity of
Gas Scheduled for delivery and received on any day and the quantity actually delivered
and received on that day shall be corrected as promptly as reasonably practicable, but

-18-

e w




in no event later than the lime required by the applicable Transporter's tariff. . Each
Party shall promptly notify the other Party of any hotice it receives from a Transporter
of any imbalance or penalty. UGE shall be responsible for and, to the extent.necessary,
shall reimburse Sempra for any imbalance penalties or costs other than resulting frém
Sempra’s gross negligence or willful misconiduct.

3.3  Transportation Costs

UGE shall be responsible for and, to the extent necessary, shall reimburse
Sempra for all Transportation Costs. Upon a written request made by UGE, Sempra
will provide UGE with documentary evidence of any Transportation Costs.

ARTICLE 4
TAXES

41  Taxes Generally

UGE. shall be responsible for all kaxes and environmental costs, including
emission allowances, generation, gross receipts, excise, ad valorem, sales, transmission,
utility, Btu or energy, importation, goods and services, value added and similar or
different taxes and governmental charges, levies, licenses, fees, permits and
assessments, or increases therein, imposed on or in respect of the purchase and sale of
Gas hereunder (collectively “Taxes”). Both Parties shall use reasonable’ efforts to
administer this Agreement in accordance with their intent to minimize Taxes.

42 GST

The Contract Price does not mclude any amounts payable by UGE for the goad
and services tax (“GST”) imposed pursuant to the Exéise Tax Act (Canada). or any
similar or replacement value added or salé or use tax enacted urider successor
legistation. UGE will pay Sempra the amount of GST payable for the purchase of Gas in
addition to all other amounts payable under.this Agreement. Sempra will hold the GST
paid by UGE and will remit such GST as required by law. UGE and Semipra will
provide each other with the information required to make such GST remittance or claim
any corresponding input tax credits, including GST registration numbers. In the event
that any amount becomes payable pursuant to this Agreement as a result.of a breach,
modification or termination of this Agreement, the amount payable shall be increased
by any applicable Taxes or GST remittable by the recipient in respect of that amount.

ARTICLE 5
TITLE AND RISK

5.1  Tiile and Risk of Loss

Title to and risk of loss of Gas shall pass when such Gas is delivered from
Sempra to UGE at the Delivery Point. Sempra, before the Delivery Point, and, UGE, at
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and after the Delivery Point, shalt have exclusive control and possession of such Gas
and shall be responsible for any injury or damage caused thereby.

52  Warranties

Sempra warrants-that it will transfer to UGE good title to Gas delivered
hereunder, free and clear of all liens, claims and encumbrances arising or attaching
prior to the Delivery Point and thai the sale by Sempra is in compliance with all
applicablé laws and regulations. SEMPRA DISCLAIMS ALL OTHER WARRANTIES,
EXPRESS OR IMPLIED, INCLUDING ANY WARRANTY OF FITNESS FOR A
PARTICULAR PURPOSE.

53  Indemnity

Sempra agrees to indemnify UGE and save UGE harmless from all losses,
liabilities or claims including reasonable legal fees-and cosls of court, from any and all
Persons, arising from or out of claims of title, personal injury or property damage from
said Gas or other charges therecn which attach before title passes to UGE. UGE agrees
to indemnify Sempra and save Sempra harmless from all losses, liabilities or claims
including reasonable legal fees and costs of court, from any and all Persons, arising
from or dut of claims regarding payment, personal injury or property damage from said
Gas or other charges thereon which attach after title passes to UGE.

ARTICLE 6
PAYMENT TERMS

5.1 Invoices

Sempra shall deliver an invoice to UGE each calendar month. Each such invoice
shall itémize all amounts owed by UGE hereunder, including amounts owed in
connection with purchases of Gas during the previous calendar manith, any imbalance
penalties or Transportation Costs and any other applicable charges; provided, however,
that any failure by Sempra to deliver an inveice to UGE:-shall not in any way affect
UGE's obligation-to pay such amounts or the timing of the payment of such amourits. If
the actual quantity delivered is not known by the billing date, billing will be prepared
based on the quantity of Gas nominated by Sempra for delivery. The invoiced quantity-
will then be adjusted to the actual quantity on the following month’s invoice or as scon -
thereafter as actual delivery information is available.

6.2  Payment Terms

Subject to Section 6.9, UGE shall pay Sempra the full amount of an invoice
delivered by Sempra to UGE on or before the Gas Settlernent Date by wire transfer of
irmediately available funds in United States dollars for Gas Transactions designated in
United States dollars and in Canadian dollars for Gas Transactions designated in
Canadian dollars to accounts designated by Sempra. If UGE, in good faith, disputes the
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amotmt of.any invoice or any part thereof, UGE shall notify Sempra of the reasons. for
its dispute and provide supporting documentation with respect to the. amount
disputed. UGE shall, nevertheless, pay the entire amount of the invoice within the time
specified in this Section 6.2 for payment. Any disputed amount which is determiried to
be due to UGE shall be paid to UGE by Sempra within 10 days of the determination,
UGE shall have no. rights to dispute the accuracy of any invoice or payment after a
period of two (2) years from the date on which the first invoice was delivered for a
. specified Transaction.

6.3 Interest .

An entire invoice shall be paid when due. 1f UGE fails to remit the full amount
payable by it when due, interest on the unpaid portion shall accrue from the date due-
until the date of payment at a rate equal to the lesser of (i) overnight LIBOR, plus’ two
percent per annim, compounded monthly; or (ii) the maximum applicable lawful
interest rate.

6.4  Payments on Termination

_ Notwithstanding anything contained herein to the contrary, all amounts due
hereunder shall become immediately due and payable upon the occurrence of a
Termination Event.

6.5 Payment Netting

Payments owing by each Party to the other Party on any day.shall be netted so
that only the net amount shall be paid by the Party having the greater payment
obligation to the other Party on such day and only the net amount is considered to be
due and owing; provided that no payment fequired to be rnade pursyant to the terms of
any credit support document or agreement shall be subject to netting under this or any
other provision of the Agreement. Furthermore, Sempra shall have the right to set off
any amount owed by it-to UGE under this Agreement or otherwise against any amount
owed by UGE to Sempra under this Agreement or otherwise.

6.6  General Provisions Relating to Payment

Any payments due and payable hereunder on a day which is not a Business Day
shail be due on the next Business Day. Any amourit due hereunder shall be payable
immediately unless otherwise specified.

6.7  OtherRights

Each Party reserves to itself éll rights, set-offs, counterclaims and other defences
which it is or may be entitled to at law. These rights shall extenid to any amounts for
deliveries and receipts of Gas which have been completed but which have not been

reflected in an invoice.
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6.8  Deposits from Lockbox

Each day from and after the Closing Date until such time as a Terrnination Event
occurs, UGE shall direct the Bank to deposit dll amounts received in the Lockbox into
the applicable Blocked Accounts.

6.9  Withdrawals from Blocked Accounts

During the term of this Agreement, UGE shall not have the right to withdraw
funds from the Blocked Accounts. On the Gas Settlement Date for each month, the
Bank shall withdraw all funds from the Blocked Accounts and deposit such funds in
one or more accounts designated by Sempra from time to time. Sempra shall promptly
after receipt of such funds pay the funds as follows:

{a}  the funds shall first be paid in satisfaction of any accrued interest due to
Sempra pursuant to Section 6.3;

(b}  the funds shall second be paid to settle any amounts due to Sempra by
UGE, including any amount due pursuant to Section 6.2;

(¢}  the funds shall third be paid to Sempra in satisfaction of any Outstanding
Margin Amount; and

{d) any funds not paid pursuant to paragraph (a) through (¢} shall bé paid
promptly to UGE.

UGE shall ensure that there are sufficient funds on deposit in the Blocked A¢counts to
pay to Sempra all amounts when due other than in respect-of any Outstanding’ Margm
Amount.

ARTICLE7
FORCE MAJEURE

7.1 Performance Excused

Except with regard to a Party’s obligation to make payments'due hereunder, in
the event either Party hereto is rendered unable, wholly or in part, by Force Majeure to
carry out its obligations hereunder, it is agreed that, upon such Party’s giving notice
and full particulars of such Force Majeurée event to the other Party as promptly as
reasonably practicable after the occurrence of the event relied on, the failure of a Party
to perform its obligations insofar as they are affected by such Force Majetire shall be
deemed not to be a breach of such obligations by that Party during the-continuance of
such Force Majeure. The Parties shall make reasonable efforts to avoid the adverse
impact of a Force Majeure and to resolve the event or occurrence once it has occurred in
order to resume performance of its obligations under this Agreement.
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7.2 Exclusions

Except as otherwise provided in any tariff of any Transporter applicable to any
delivery-of Gas, Force Majeure specifically excludes: (i) loss of markets; (ii) regulatory
disallowance of the pass through of the costs of Gas or related costs; and (iii) increases-
or decreases in the price of Gas. Purthermore, neither Party shall be entitled to the
benefit of this Article 7 under any or all of the following circumstances: (i) to the extent
that the inability was caused by the negligence of the party claiming relief; (u) to the

extent the event constituting Force Majeure was intentionally initiated or intentionally
acquiesced in by the Party claiming relief for the purpose of allowing that Party to clajm
Force Majeure; or (iii) if the inability was caused by a Party’s lack of funds.

7.3  Strikes

Notwithstanding anything to the contrary contained herein, the settlement of
strikes, lockouts or other industrial disturbances shall be entirely within the discretion
of the Party experiencing such disturbance, and the obligation of a Party to use
commercially reasonable efforts in restoring normal operating conditions shall not
require the settlement of strikes or lockouts by acceding to the terms of the opposing
Person when such is inadvisable in the discretion of the Party.

ARTICLE 8 _
CONDITIONS PRECEDENT

8.1 Sempra’s Condilions

Sempra’s obligation to commence supplying Gas to UGE in accordance with this
Agreement is subject to the satisfaction of the following conditions (the date of
satisfaction of all such conditions being referred to hereirvas the “Closing Date”):

(&) UGE shall have entered ‘inte the necessary arrangements with, LDCs
pursuant to which each such LDC agrees to guarantee the payment in full
by such of UGE's customers as are located in such LDC's delivery
territory for Gas sold and delivered by Sempra to UGE in aceordance with
this Agreement and subsequently supplied to such customers.

(b) UGE shall have delivered to Sempra, or shall have arranged for the
relevant other Person named below to have delivered to Sempra, the
following, each, unless otherwise noted, dated the Cl’osi;‘llngate:

(i}  Copies of the Organizational Documents of UGE, certified by the
secretary or similar officer of UGE, together with a good standing
certificate from the jurisdiction of UGE’s$ formation and each other
jurisdiction in which UGE is qualified to do business;
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{c)

{ii) Resolutions of the directors of UGE or other Persons having: the
power to direct or cause the direction of the management and
policies of UGE approving and authorizing the execution, delivery
and performance of the Transaction Documents, certified as of the
Closing Date by the secretary of UGE as being in full force and
effect without modification-or amendmeni;:

(i) Signature and incumbency certificates of each officer of UGE
executing any of the Transachon Documents;

(iv)  Fully executed originals of:
(A} the Assignment Agi-eell'nent:
(B)  the Security Agreement;
(C)  the Blocked Account Agreement;
(D)  the UEGL Guarantee;

(E} the UEGL Pledge Agréement togethér with any share
certificates, share powers and other documents required to
be delivered iri conjunction therewith;

(F) the Universal Guarantee; and

(G) the Universal Pledge Agreement together with any share
certificates, share powers and other docunients requiired to
be delivered in conjunction therewith;

each of which shall be in full force and effect; and
(v)  Such other documents as Sempra may reasonably request.

UGE shall have delivered to Sempra an Officer's Certificate, in form and
substance satisfactory to Sempra, te the effect -that all of the
representations and warranties of UGE set forth in Section 9.1 shall be true
and correct as of the Closing Date as though made as of:such date except
to the extent that a representation and warranty is expressly made as of an
earlier date in which case such representation and warranty shall be made
as of such date (in each case determined assuming that there are no
materiality or Material Adverse Effect qualifiers), that UGE shall have
performed in all material respects all agreements and satisfied all
conditions which this Agreement provides shall:be performed or satisfied
by it on or before the Closing Date and that no event has occurred and is’
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(d)

(e)

(0

(g)

(h)

continuing on the Closing Date which would constihute a Tetminakion
Event.

Sempra shall have received an originally executed copy of a favourable
written opinion of UGE’s Counsel, in form and substance reasonably
satisfactory to Sempra and its counsel, dated as of the Closing Date, as to
the formation of UGE and the authorization, execution and -del}very of the
Transaction Documnents, the enforceability of the Transaction Documents,
the absence of any- conflicts, and such other mattérs as Sempra may
reasonably request (this Agreement constituting a written request by UGE
to such counselto deliver such opinions to Sempra).

Sempra shall have received an originally executed copy of a favourable
written opinion of UEGL's Counsel, in form and substance reasonably
satisfactory to Sempra and.its counsel, dated as of the Closing Date,.as to
the formation and good standing of UEGL, the authorizalion, execution.
and delivery of the UEGL Pledge Agreement and the UEGL Guarantee,
the enforceability of the UEGL Pledge Agreement and the UEGL
Guarantee; the absence of any conflicts, and such other matters as Sempra
may reasonably request (this Agreement constituting a written request by
UGE to UEGL's counsel to deliver such opinions to Seinpra).

Sempra shall have received an originally executed copy of a favowrable
written opinioni of Universal’s Counsel, in form and substance reasonably.
satisfactory to Sempra and its counsel, dated as of the Closing Date, as to
the formation and good standing -of Universal, the authorization,
execution and delivery of the Universal Pledge Agreement, the Universal
Guarantee and the Assignment Agreement, the enforceability of the
Universal Pledge Agreement, the Universal Guarantee and the
Assignment Agreemient, the absence of any conflicts, and such other
matters as Sempra may reasonably request (this Agreement constituting a
written request by UGE to Universal’s counsel to deliver such opinions to
Sempra).

UGE shall have obtained all authorizations of Governmental Authorities
and all consents, in each case that are necessary or advisable in corihection
with this Transaction. Each such authorization or consent shall be infull
force and effect.

Sempra shall have received evidence satisfactory to it that UGE shall have
taken or caused to be taken all such actions, executed and delivered or
caused to be executed and delivered all such agreements, documents-and
instruments, and made or caused to be made all such filings -and
recordings (other than the filing or recording of items described in
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clauses (i) and (ii}(B) below) thal may be necessary or, in the opinion of
Sempra, desirable in order to create in favour of Sempra a valid and (upon
such filing and recording) perfected First Priority security interest in the
entire Collateral. Such actions shall include the delivery ta Sempra of the
foliowing:

(i

(iif)

(iv)

(v

proiiled

evidence satisfactory to Sempra in its sole discretion that all Liens
in the Collateral, other than {A) Permitted Liens and (B) any other
Liens that Sempra shall have expressly consenfed to in writing in
the exercise of its sole discretion, shall have been released;

(A) the results of a recent search, by a Person satisfactory to
Sempta, of all -effective UCC financing statements, personal
property rtegistry financing statements, fixture filings and all
judgment and tax lien filings which may have been made with.
respect to any personal or mixed property of UGE, together with
copies of all such filings disclosed by such search and (B) UCC
termination statements and discharges duly executed by all
applicable person or entities for filing in all applicable jurisdictions
as may be necessary to terminate any effective UCC financing-
statements, personal property registry financing stdtements ard
fixture filings disclosed in such search (other tham any such
financing statements in respect of Permitted Liens);

UCC financing stateménts duly executed by UGE with respect to
all of the Collateral, for filing with the Secretary of State -of
Michigan and any other jurisdictions in which it would be
necessary or, in Sempra’s opinion, desirable to file a financing
statement, to perfect Semnpra’s security interest in the Collateral;

personal property registry financing statements and, where
applicable, fixture filings; duly registered by UGE with respect to
all of the Collateral, with the Oniario Personal Property Registry and
any other jurisdictions in which it would be necessary, or in
Semnpra’s opinion desirable to file a financing statement or fixture
fiting, to perfect Sempra’s security interest in the Collateral; and

a fully executed original of the Blocked Ac¢count Agreement duly
executed by UGE, the Bank and Sempra on or before the Closing
Date and such other documents as Sempra may request to provide
it with control over the Blocked Account and the Lockbox, which
Blacked Account Agreement and other documents shall be in full
force and effect.
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(i)

¢

(k)

(m)

(n)

Sempra shall have received the.quarterly budgets of UGE and Unijversal
for each quarter of 2006 and 2007 and each such budget ghall be in form
and substance satisfactory to Sempra in the exercise of its reasonable
discretion as a creditor of UGE and Universal supplying services subject
to the payment and other terms set forth in this Agreement.

Sempra shall have recéived evidence satisfactory to it that no event shall
have occurred on or before the Closing Date thal would constitute a
Termination Event hereunder or under either of the Universal
Agreements if such event had occurred on or after the Closing Date..

Sempra shall have received a cettificate from UGE's insurance broker ar
other evidence satisfactory to it that all insurance required to be
maintained pursuant to Section 10.1(d) is in full force and effect and that
Sempra has been named an additional insured and/or loss payee
thereunder to the extent required under Section 10.1{d).

Sempra shall have received evidence satisfactory to it that UGE shall have
taken or caused to be taken all such actions and executed and delivered or
caused to be executed and delivered all such agreements, documents and
instruments that may be necessary or, in the opinion of Sempra, desirable
in order to terminate all of UGE's existing commodity supply
arrangements and agreements, so that, as of the Closing Date, UGE has no
further liabilities or obligations with respect thereto.

UGE shall have delivered to Sempra true, correct and complete copies of
all documents evidencing the billing arrangements that UGE has in effect
with all LDCs with which it does business, certified as such by a
responsible officer of UGE, evidence satisfactory to Sempra that it shall
have directed each such LDC, in writing and in form and substance
satisfactory to Sempra, to make all payments due -thereunder to the
Blocked Account, if such payments are made by wire transfer, or the
Lockbox, if such payments are made by chequé, and. evidence satisfactory
to Sempra that all customers that are hilled directly by UGE are reqhired
to make all payments to either the Blocked Account, if stich payments. are
made by wire transfer, or the Lockbox, if such payments are made by
cheque.

Sempra shall have been granted the right to appoint one director to the
board of directors of UEGL during the term of this agreement, such right
to be granted by way of a provision in the articles of UEGL through the
issuance to Sempra of a special voting share or otherwise in a manner
acceptable to Sempra in its sole discretion.
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8.2  Waiver

The benefit of the conditions precedent set forth in Section 8.1 are for the sole and
exclusive benefit of Sempra and may, in. whole or in part, be unilaterally waived by
Sempra at any time up to the Closing Date by written notice to UGE. ‘

ARTICLE S -
REPRESENTATIONS AND WARRANTIES

9.1 UGE’s Representations and Warranties

UGE represents and warrants as of the date hereof, except to. the extent that a
representation and warranty expressly relates to a spemhed date in which case. such

representation and wartanty shall be frue and correct a5 of Such'dae, 4s follows and
acknowledges that Sempra isrelying on such representations and warranties:

(@  UGE is duly organized, validly existing under the laws of the State of
Michigan. UGE has the full power and authority to own and operate its
properties, to carry on its business as now conducted and proposed to be
conducted and to eéxecute and deliver this Agreement and. the other
Transaction Documents and to perform its obligations hereunder and
thereunder. UGE has delivered to Sempra true and complete copies of its
Organizational Dbcurnents as amended and in effect. UGE is qualified to
do business and in good standing in every jurisdiction where its assets are
located and wherever necessary fo carry out’its business and eperations.

(b  UGE does not own, directly or indirectly, any Equity Interest in any
Person.

()  The execution, delivery and performance of the Transaction Documents
by UGE havebeen and remain duly authorized by all necessary corporate.
action and do not and will nat (i) contravene or violate any provxsxon of its
Organizational Documents or, to the best of the knowledge ot belief of.its
senior officers, any law or regulation or any order, Judgmerit or decree of
any court or Governmental Entity binding on UGE,. (i} conflict :with,
result in a breach of, or constitute (with due notice or lapse of time or
both) a defautt under any Contractual Obligation of UGE, (iii) result in, or
require the creation or imposition of, any Lien upon-any of the properties
or assets of UGE (other than Liens created under the Transaction
Documents in favour of Sempra), or (iv} require any approval of
shareholders or any approval or consent of any Person under any
Contractual Obligation of UGE, except for such approvals or consents
which will be obtained on or before the Closing Date and have been
disclosed in writing to Sempra.
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()

(e)

Except to the extent such failure could not reasonably be expected to
result in a Material Adverse Effect, and to the best of the knowledge or
belief of its senior officers, after reasonable inquiry, all governmental or
regulatory consents, authorizations, approvals, registrations and
declarations required for the due execution, delivery and performance of
this Agreement and the other Transaction Documents by UGE have been
obtained from or, as the case may be, filed with the relevant
Governmental Authorifies having jurisdiction over UGE- and remain in
full force and effect, and all conditions thereof have beéit duly complied
with and no other action by, and no notice to or filing with, any
Governmental Entity having jurisdiction is required for such execution,:
delivery or performance of this Agreement or the other Transaction
Documents by UGE.

This Agreement and the other Transaction Documents constitute the legal,
valid and binding obligations of UGE, enforceable against UGE in
accordance with their terms, except as enforcement héreof or thereof may
be. limited by applicable bankrupicy, insolvency, reorganization ar other.
similat laws affecting the enforcement of creditors’ rights generally or by
general equity principles. ~

UGE has (i} good and sufficient legal titlé to (in the case of fe¢ intérests in
real property), (ii) valid leasehold interests in (in the .case of leasehold
interests in realty or personal property), or (iii) gooed title to-(in the case of
all other personal property), all of its properties and assets, in each case
except for assets disposed of since the date of such financial statements in
the ordinary course of business. As of the Closing Date, except for:{i) the
security interests created by the Security Agreement and (ii) Permitted
Liens; UGE owns the Collateral free and clear of any Lien,” Except as
expressly permitted by this Agreement and such as'may have been filed in

favour of Sempra relating to this Agreement, no effective financing

statement or other instrument similar in effect covering all ‘or any part of
the Collateral is on file in any filing or recording office.

There are-no Proceedings at law or in equity, or before or by any court'or
other Governmental Entity that are-pending or, to the Knowledge of UGE,
threatened against or affecting UGE, UEGL or Universal or any property
of UGE, UEGL or Universal and that, individually or in the aggregate,

could reasonably be expecteéd to result in'a Material Adverse Effect. None

of UGE, UEGL nor Universal is (i) in violation of any applicable laws that,
individually or in the aggregate, could reasanably be expected to result in
a Material Adverse Effect, or (ii) subject to or in default with respect to
any final judgments, writs, injunctions, decrees, rules or regulations of any
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)

(k)

court or other Governmental Entity that, individually or in the aggregate,
could reasonably be expected to result in a Material Adverse Effect.

All tax returns and reports of UGE and Universal and required to be filed
by-it have been timely filed, and ali Taxes shown on-such tax returns to-be
due and payable and all assessments, fees and other governmental
charges upon UGE and upon its properties, assets, income, busiriesses and
franchises that are due and payable have been paid when. dué-and
payable. Neither UGE nor Universal knows of any proposed tax
asses$ment against it that is not being actively cantested by it in good faith
and by appropriate proceedings; provided that such resefves or other
appropriate provisions, if any, as shall be requited in conformity with
GAAP shall have been made or provided therefor. Neither UGE nor
Universal has any obligations with respect to Taxes past due and it has
not entered-into any other agreementwith respect to past due Taxes.

None of UGE, UEGL or Universal has any {and following the Closing
Date will not have 'any) Contingent Obligation, contingent liability or
liability for Taxes, long-term lease or unusual forward or long-term
commitment. To UGE’s knowledge, no event has; oceurred tl\at has
resulted in or evidences, either in any case or in the aggregate, a Material
Adverse Effcet with respéct fo UGE, UEGL or Universal,

As of the Closing Date, (i) TGE has no. Indebtedness other than
Indebtedness to Sempra incurred by UGE pursuant to the Assignment
Agreement; and (i) UGE has rio liability or obligation with respect fo any
coinmodity supplier ather than Sempra.

UGE has not incurred any liability or obligation for any broker's or
finder’s. fee or commission in connection with this Agreerent or the
Transaction Documents and the transactions contemplated hereby and
thereby. UGE heréby indemnifies Sempra against, and agrees that UGE
will hold Sempra harmiess from, any claim, demand or liability for any
such broker’s or finder's fees and any expenses (mcludmg ‘reasonable fees,
expenses and disbursements of counsel) arising in connection with any
such claim, demand or liability to the extent that its actions cause the
representation made in the immediately preceding senfence to be untrue.
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ARTICLE 10
COVENANTS

101 Affirmative Covenants of UGE
In addition to the other covenants contained in this Agreement; UGE shall:

32360 74

(a)

(b)

{c)

(d)

pay all Taxes imposed upon UGE or any of its properties.or assets or in
respect of any of its income, businesses or franchises before.any penalty
accrues thereor, and all claims (including claims for labour, services,
vhaterials and supplies) for sums that have become due anid payable and
that by law have or may become a Lien upon any of ifs properties or
assets, prior to the time when any penalty or fine shall be incurred with
respect thereto; provided that no such Tax or claim need be paid if it is.
being contested in good faith by appropriate proceedings, promptly
instituted. and diligently conducted, so long as (i) sitch reserve or other
appropriate provision, if any, as shall be required in conformity with
CAAP shall have been made therefor and (ii} in the case of a Tax ‘or ‘claim
which has or may become a Lien agdinst any of the Collateral, such
proceedings conclusively operate to stay the sale of any portion of the
Collateral to satisfy such Tax or claim;

at all times maintain a system of accounting cstablished and administered
in accordance with sound business practices to permit preparation of
financial statements in conformity with GAAP;

maintain up-to-date and accurate business records concerning its
customers and its accounts receivable and maintain adequate back-up
records and. disaster recovery facilities;

maintain with financially sound and reputable insurers adequate public
Hability insurance, third party property damages insurance, business
interruption insurance and casualty insurance with respect to liabilities,
losses or damage in respect of its assets, properties and business, as may
be customarily carried or maintained under similar circumstances by a
corporation of established reputation engaged in similar businésses, in
each case in such amounts, with such deductibles; covering such risks.and
otherwise on such terms and conditions as shall be customary for
corporations similarly situated within the industry. Each.such policy shall
(i) narme Sempra as an additional insured thereunder as:its-interests-may
appear and (if) in the case of each business interruption and <casualty
insurance policy, contain a loss payable dause or endorsement,
satisfactory in form and substance to Sempra, that names Sempra as the
loss payee thereunder for any covered loss and provides for at least
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(e)

(0

()

30 days prior written notice to Sempra of any modification or cancellation
of such policy;

except for an aggregate owtstanding long position in Gas maintained by
UGE comprised of Gas purchases with individual tenors of up to: five
successive years mairitained in respect of marketing programs that, when
aggregated with any such outstanding long positions in Gas similarly
maintziz - 4 by UELP, Universal and any other Affiliate of UGE, shall not
excee gD 3cf per year, maintain a matched trading book such that-at all
times (i) for any fixed price purchase by if of a volume of Gas.there isa
fixed price sale by.it of an equal volume of Gas with the same delivery
timing and at either the same delivery point or at aniother delivery point
that is also acceptable (at no additional cost) to the relevant LDC that will
be delivering such Gas to the UGE customers for whom such Gas was
purchased and (ii) for any floating price. purchase by it of a volume of Gas
there is a floating price sale of an equal velume of Gas by it at-the'same
delivery location, with the same delivery timing and with a price based on
the same pricing index;

permit any authorized representatives designated by Sempra to visit and
inspect any of UGE's or Universal’s properiies, to inspect, copy and take:
extracts from its financial and accounting records, to inspect and audit its
accounts receivable, and 1o discuss its affairs, finances and accounts with
its officers and independent public accountants {provided that UGE ox
Universal, as applicable, may, if it so chooses, be present at or partiGpate
in any such discussion), all upon reagonable notice.and at such réasonable
fimes during normal business hours and @s: ofteri as may reasonably be
requested by Sempra. Without limiting the foregoing, Sempra shall have
the authority to conduct from time to time and in a reaSonable manner an
audit of the books and records of UGE for the purpose of determining
whether UGE has appropriatély instructed all LDCs and other payors to
make payments to the Blocked Account or the Lockbox, as appropriate,
and whether the customers are in fact paying any of their payment
obligations to UGE;

deliver to Sempra:

iy  promptly upon any officer of UGE, UELF or Universal obtaining
knowledge, (A) of any condition or event that constitutes a
Termination Event hereunder or under the Universal Agreements
or under the UELP Agreements, (B) that any Person has given any
notice to UGE, UELP or Universal or taken any'other action with
respect to a claimed default or event or condition that would
constitute a Termination Event hereunder, under the Universal
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(i)

(i4d)

Agreements or under the UELP Agreements, (C) of any- material
condition or event affecting UGE, UELP or Universal or its
business, other than conditions or events of a general economic
nature, written notice of such condition, event or chf_mge;i

as saon as available and. in any event within 45 days.after the end
of each month and-45 days after the end of each of the first three
Fiscal Quarters of each Fiscal Year, (A) the consclidated and
consolidating balance sheet of UEGL and Affiliates as at the end of
each such fiscal period, (B) the related statements: of income and
shareholders’ equity and (C) the cumulative cash flows of UEGL
and Affiliates, for the related fiscal period from the beginning of the
then current Fiscal Year. to the end of such fiscal period, setting
forth in each case, in comparative form, the corresponding figures
for the corresponding fiscal periods of the previous Fiscal Year, all
in reasonable .detail and: certified by the chief finandal officer of
UEGL or UGE that they: fairly present, in all materidl respecis, the
financial condition of UEGL and Affiliates -as.at the dates indicated
and the results of its operations and its -cash flows for the fiscal
periods indicated, subject to changes resulting from audit and
norrnal year-end adjustritents, and (D) a-narrative report describing
the operations of UEGL and Affiliateg in forin reasonably
satisfactory to Sempra for each such fiscal period and fot the fiscal
period from the beginning of the then-current Fiscal Year to the erid
of such fiscal period;

as soon as available and in any event within 90 days after the end
of each. Fiscal Year comunencing with the Fiscal Year ending
September 30, 2007, (4) the consolidated and consolidating balance
sheet of UEGL and Affiliates as at the end-of such Fiscal Year and
the related statements of income, shareholders’ equity and -cash
flows of UEGL and Affiliates for such Fiscal Year, setting forth in
each case in comparative form the corresponding figures for the
previous Fiscal Year, all in réasonable detail and cetified by the
chief financial officer of UGE or UEGL, thét they faitly present, in
all material respects, the financial condition of UEGL and Affiliates,
as at the dates indicated and the results of its obperations and ils
cash flows for the periods indicated, (B} a narraive report
describing the operations of UEGL and Affiliates in form
reasonably satisfactory to Sempra, and (C) in the case of such
financial statements, Sempra shall have the right to request an
audited financial réeport thereon performed by independent
chartered accountants of recognized naticnal standing selected by
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(iv)

)

(vi)

UGE or UEGL, which report shall be unqualified, shall express no
doubts about the ability of UEGL and ail of its Affiliates to continue
as a going concern, and shall state that such financial statements
fairly present, in all material respects, the fingncial position of
UEGL and Affiliates as at the dates indicated and the results of its
operations and its cash flows for the periods indicated in
conformity with GAAP applied on a basis consistent with: prior
years (except as otherwise disclosed in such financial statements)
and that the examination by such accountants-in. connection with
such financial statements has been made in. accordance with
generally accepted auditing standards;

as soan as available, and in any event within 10 days prior to the
beginning of each. Fiscal Year, a budget for such Fiscal Year,
including projected cansolidated staterhents of cash flows and
prajécted statements of income and expenses on a-monthly basis;

as soon as available and in any evént within. two Business Days
before the beginning of each quarter, an operating budget for that.
quarter, containing projected statements of income and
expenditures by line item in substantially the form of budget(s)
delivered on the Closing Date. Such budget (as may be’ delivered
from time to time in accordance with the provisions of this clause,
the “Budget”) shall (A) be prepared in good faith and based upon
reasonable assumptions, (B) be prepared on a basis consistent with
the operating budget delivered for such calendar year pursuant o
Section 10:1(g)(iv) and the budget delivered pursuant to this
Section 10.1(g)(V) in respect of the preceding quarter, and ¥econcile
any material differences from such budgets,’ {C) provide for the
timely' payment of dll obligations to Sempra under the this
Agreement, (D) not project any expenditures gréater than projected
cash flows mciudmg duly-approved cash calls from: shareholder(s),
(E) provide for the timely payment of all Taxes, including all
federal, provincial and local withholding taxes, all sales and use
taxes and all gross receipts taxes and (F) be satisfactory to Sempra
in its reasonable discretion as a creditor of UGE supplying services
pursuant to this Agreement and as otherwise agreed between the
Parties on the paymient and other teims set forth in this Agreement;

promptly after request by Sempra, an accounis receivable aging
report and an estimate of Taxes due in respect of accounts
receivable for the previous calendar month then ended, certified by
an officer of UGE as true and correct;
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(h)

(vii)

(viii)

(ix)

{x)

(xi)

(xii)

{xiii)

as soon-as available and in-any event within 35 days following the
end of each calendar month, a churn report in form and-substance
reasonably satisfactory to Sempra, certified by an officer of UGE as
frue and correct, listing, by LDC, the amount and location of all
new customers of UGE and theé amount.of all Persons who have
ceased. being customers of UGE during the previous calendar
month then ended;

as soon as available and in any event within 35 days following the
end of each Fiscal Year, a churn report in form' and. substance
reasonably satisfactory to Sempra, certified by-an officer of UGE.as
true and correct, listing, by LDC, ‘the names- -and locatiohs of
customers of UGE as of the end of such Fiscal Year;

promptly upon a request made by Sempra, a report; certified by an
officer of UGE as true and correct; stating all accruals of then-
unbilled accounts receivable from the LDCs in respect of Gas
delivered and the estimated amounts of any imbalances at. the end
of that calendar month with all relevant LDCs (each such estimate
to be made in good faith and based on reasonable assumptions);

on each Business Day in respect of the previous calendar. day, the
accounts receivable roll forward reportin a form and in-substance
reasénably satisfactory to Semptra stating by LDC the curténtaging

‘of accounts receivable, current sales, collections, adjustments and

ending balances of accounts receivable;

within five Business Days following the end of each calendar
month, and in a form acceptable to Sempra, an information mairix
of each LDC to which UGE is marketing as at the end of that
calendar month including: the number of .customers per LDC, the
total monthly throughput by LDC, the percentage of monthly.total
throughput by LDC, the pricing structure and percéntage pricing
structure within-each LDC, the margin per unit by pricing structure
per LDC, and the monthly average sales by LDC;

promptly after the request by Sempra, a compliance certificate in a
form approved by Sempra, acting reasonably; and

any other information reasonably requested by Sempra;

direct each customer and each other obligor, inciuding master payors on

credit card receipts, the LDCs, UELP and Universal, to remit all payments

owed by such customer or payor as and when due to the Blocked
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(k)

{0

{m)

n)

Accounts, if such payment is by wire transfer, or to the Lockbox, if such
payment is by cheque, and require that, except for any rights.of set-off the
LDCs may have against UCE, all payménts iade by any such Person are
made without regard to any set-off rights such Person may have under
any other agreements with UGE;

hold any cheques or amounts otherwise received directly by UGE from
any customer or othet Person in trust for Sempra :and promptly place or
deposit such chieques or amounts otherwise received into the Lockbox or
directly to the Blocked Account;

protptly give notice to Sempra upon any -officer of UGE bechming aware
of (i) the institution of, or non-frivolous threat of, any Proceeding against
or affecting UGE or any property of UGE' not previously disclosed in
writing by UGE or (ii) any material. development in any Proceeding that,
in any case if adversely determined, has a reasonable possibility df giving
rise-tp & Material Adverse Eifect;

comply with the requirements of all applicable laws, rules and regulations
and orders of any Governmental Entity, non-compliance with which
couild reasonably be expected to result in, individually or in the aggregate,
a Material Adverse Effect;

promptly take any such actions as Serpfa may reasonably request to
insure that, at all times, Sempra is satisfied with UGE’s accounts
receivable and its arrangements with its customers and the LDCs
delivering gas ta such customers, including, the payment directions made
to such customers and LDCs;

within 5 Business Days following the end of ‘each calendar month (or
more frequently if requested by Sempra), provide Sempra with a report
for that calendar month, in form and substance reasonably satisfactory:to
Sempra, sétting forth (A) the nare of each LDC that has provided
transportation or storage service to UGE since the date of the last report
provided t& Sempra under this Section 10.1(m) that was not included in
such last.report, and (B) a list of all customers that are invoiced or billed
directly by UGE {and not through a LDC); and

without limitation, comply with the terms hereof, including the margin
provisions set forth in Section 10.3.
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(a)

(b)

directly or indirectly purchase Gas from any third party except for and

lirhited to the extent of (i) Gas purchased from an LDC for balancing

purposes, (i) Gas purchased as a result of Sempra’s failure to-meet.a

delivery obligation hereunder and (iii) Gas purchased as a result of the

occurrence of an event of Force Majeure; provided, that, except for fixed

ptice purchases made for the balance of the then-current month made
under the circumstances described in Sections 10.2(a){ii) and (iii) hereof,

under no circumstances shall UGE-purchase Gas from any. third party-ata
fixed price; and, provided, further, that, notwithstanding anything heérein to

the contrary, UGE (on the onehand) and either Universal or UELP (on the

other hand) miay sell Gas '~ *he other, in an aggregate amoupt »nt
exceeding the lesser of £, %M gigajoules per Contract Year or (i
of the aggregate forecasted Customer Load per Contract Year of
whichever of Universal or UELP (as the case may be) or UGE has the
higher aggregate Customer Load at the relevant time,in circumstances

where the selling party has an undesired long: position in Gas. and the
purchasing party has an undesired short position in Gas and such
purchase wotild not cause UGE to be in default with respect to any of the
other terms hereof, Universal to be in default under the terms.o¥-&ther of
the Universal Agreements or cauge UELP to be in default under the terms
of either of the UELP Agreements.

directly or indirectly enter into any swap, option or other financially or
physically setfled derivative transaction with any third party;

directly or indirectly, create, incur, assurhe, or- guaranty, or otherwise
become or remain directly or indirectly liable with .respect to, any
Indebtedness or directly or indirectly, create or become liable with respect
to any Centingent Obligation except to the extent expressly permitted by
Sempra in writing: provided, that, notwithstanding anything herein to the
contrary, after ' 5E#gme ~, UGE may issue to one third-party that will
act as both Gas supplier and Electricity Swap counterpart t6 a New
Supply Affiliate (as defined below), a guaranty (a “New Supplier
Guaranty”) of any Indebtedness which arises under a Gas-supply and
Electricity Swap arrangement with such third-party where (i) such third-
party has committed under such Gas supply and Electricity Swap
arrangement to supply Gas and enter into Electricity Swaps in respect of
the full customer load requirements of such New Supply Affiliate for-a
period of time that extends beyond the date on which UGE shall be
requiréd to have satisfied all'of UGE's payment and other obligations to
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Sempra hereunder, (i} such New Supply Affiliate has simultaneously
issued a guaranty, satisfactory fo Sempra, to Sempra of the Secured
Obligations (as such term is definéd in the Security Agreement) of UGE to
Sempra and (jii) such New Supply Affiliate has created in favour of
Sempra, pursuant to such documentation as shall be satisfactory to
Semipra, a Silent Second Lien over all of its property and undertaking;
then-owned or thereafter acquired and any proceeds thereof, and any
property or undertaking in which it then has or -thereafter acquires an
interest and any proceeds thereof; and, provided, further, that,
notwithstanding the foregoing proviso, in the event UGE does not have-an
electricity marketing or sales business at the fime it issues a New'Supplier
Guaranty, UGE may issue ta one third-party that will act only as Gas
supplier to a New Supply Affiliate, a New Supplier Guaranty of any
Indebtedness which arises uinder a Gas supply arrangement with such
third-party where (i) such third-party has committéd under such Gas
supply arrangement to supply Gas in respect of the full customer load
requirements of such New Supply Affiliate for a period of time that
extends beyond the date on which UGE shall be required to have satisfied
all of UGE's payment and, other-obligations to:Sempra hereunder, (if) such.
New Supply Affiliate has simultaneously-issued a guaranty, satisfactory
to Sempra, to Sempra of the Secured Obligations (as such term is defined
in the Security Agreement) of UGE to Sempra and {iii) such New Supply
Affiliate has created in favous of Sempra, pursuant to such documentation
as shall be satisfactory to Sempra, a Silent Second Lien over all of its
praperty and undertaking, then-owned or thereafter acquired and any
proceeds thereof, and any property or undertaking in-which it then has or

thereafter acquires an interest and any praceeds thereof. Notwithstanding,

the previous sentence, in the event that Sempra, upon a réquest made by
UGE, notifies UGE in writing that it is reasonably satisfied that UGE has
obtained, or will obtain, from one or more third-parties, a Non-Léveraged
Commitment (as defined below) to supply Gas in respect of the full
customer Gas load requirements of a New Supply Affiliate for'a period of
time that extends beyond the date on which UGE shall be required to have
satisfied all of UGE’s payment and other obligations to Semnpra hereunder,
UGE shall be permitted to issue a New Supplier Guaranty to one third-
party that will act only as Electricity Swap counterpart to such New
Supply Affiliate so long as the other requirements set forth in the previous
sentence are met. A “New Supply Affiliate” is an Affiliate of UGE that is
not a Subsidiary of UGE or UELP, that is formed lo actively miarket Gas
and for electric energy to end-use customers, and that-activély engages in
such markeling, and with which Sempra has nio commodity supply or
other obligations. A “Non-Leveraged Commitment” is a commitment
from one or more third-party Gas suppliers to supply Gas to a New
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(d)

(e)

®

Supply Affiliate without the need for UGE to guaranty or otherwise
become or remain liable with respect to, or grant any Lien over its
property as collateral security for, or otherwise credit support; the
obligations and Indebtedness of such New Supply Affiliate. '

except to the extent expressly permitted by Sempra in writing, directly or
indirectly, create, incur, assume or permit to exist any Lién dn or with
reéspect to any property or asset of any kind (including any docuinent or
instrument in respect of goods or accounts receivable) of UGE and/or
Universal, whether now owned. or hereafter acquired, er any iri¢ome or

-profits therefrom, or file or permit the filing of, or permit to remain in

effect, any financing statement or other similar notice of-any Lien with
raspect to any such property, asset, income or profits under any recording
or notice statute, except for (i) Permitted Liens and (ii) secwrity deposits
with LDCs in accordance with industry practice and guidelines;

except to the extent expressly permitted by Sempra in writing, enter into
any agreement prohibiting the creation or assumption of any Lieri upon
any of its properties or assets; whether now owned or hereafter acquu:ed
cxcept with respect to. spemhc property encumbered to secure payment of
particular Indebtedness permitted hereby or to be sold -pursuant to an
executed agreement with respect to an Asset Sale permitted hereby;

except to the extentexpressly permitted by Sempra in writing, directty or
indirectly, make or own any Investmentin any Person, including any joint
venture, or acquire, by puzchase or otherwise, all or substantially all the
business, property or fixed assets of, or capital stock or other ownership
iriterest of any Person, or any division or line of business of any Pérsen, or
acquire any Subsidiary, unless immediately priot to making any such
Investment, (i) the Held Margin Amount is equal to the Current Margin
Amount as calculated by Sempra on the most recent Margin
Determination Day, (ii) the Held Margin Amount in respect of the UELP
Gas Agreement is equal to the Current Margin Amount undér the UELP
Gas Agreement as calculated by Sempra on. the most recent Margin
Determination Day in accordance with the UELP Gas Agreement, (iti) the
Held Margin Amount in respect of the UELP Swap Agreement is equal to
the Current Margin Amount under the UELP Swap Agreement as
calculated by Sempra on the most recent Margin Determination Day in
accordance with the UELP Swap Agreement, (iv} the- Held Margin
Amount in respect of the Universal Gas Agreement.is equal to the Current
Margin Amount under the Universal Gas Agreement as calculated by
Sempra on the most recent Margin Determination Day ‘in accordance with
the Universal Gas Agreement and (v) the Held Margin Amount in respect
of the Universal Swap Agreement is equal to the Current Margin Amount
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(h)

under the Universal Swap Agreement as calculated by Sempra on. the
most recent Margin Determination Day in accordance with the Universal
Swap Agreement; provided, that UGE may, at ary timé, make and own
Investments iiv Cash Equivalents;

alter its corporate, capital or legal structure (other than to establish a
Subsidiary in connection with an Investment), or enter into any
transaction of merger or consolidation, or liquidate; wind-up or dissolve
itself {or suffer any liquidation or dissolution), or convey, sell, lease or
sub-lease (as lessor or sublessor), transfer or otherwise dispose of; in-one
transaction or a -series of transactions, all or any part of its business,
property or assets {including its notes or receivables), whether now
owned or hereafter acquired, without the prior written consent of Sempra;

directly or indirectly, enter. into or permit to exist any transaction
(including the purchase, sale, lease or exchange of any property or the
rendering of any service) with any halder of 5% or more of any class of
equity Securities of UGE or with any other Affiliate of UGE or of any such
nolder, on terms that are less favourable to UGE ‘than. those that might be
obtairied at-the time from Persons who are not such a holder or:_Afﬁliéte;
provided that, the foregoing restriction shall not apply to reasonable and
customary fees paid to members of UEGL's or UGE's board of directors or
salaries paid to the shareholders of UGE who are employees of UGE if
such salaries are consistent with the salaries paid on a historical basis to
such sharehotders and salaries paid at that time to the emplayees of UGE
who are not shareholders of UGE; '

except as otherwise expressly permitted by Sémpra in writing, (i) during
the first two yéars after the IPQ-Daté, déclare or pay any dividénds (othet
than in stock) or return any capital to its shareholders or atithorize or
make any other distribution, payment, or delivery of.property or cash to
its'shareholders as such, or redeem, retire, purchase or otherwise acquire,
directly or indirectly, for a consideration, any shares of any -class of its
capital stock, now or hereafter outstanding (or any warrants or options or
stock appreciation rights in respect of any such shares}, or set aside any-
funds for any of the foregoing purposes, or purchase or otherwise acquire
for consideration any shares of any class of capital stock 6f UGE now or.
hereafter outstanding (or any options or warrants or stock’ appreciation
rights issued with respect thereto) (any of the forégoing actions, a
“Dividend Event”) and (ii) after the second annual anniversary of the TPO
Date, cause any Dividend Event to occur that would require a payment,
set-aside or distribution by UGE of an -amount of cash, interests .or
property with a current market value that exceeds 75% of the Free. Cash
earned by UGE during such Contract Year; provided, that, rotwithstanding
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6);

{

anything herein to the contrary, UGE shall not cause any Dividend Event
to occur (1) unless immediately prior to such Investment Dividend Event
(a) the Held Margin Amount is equal to the Current Margin Amount as
calculated by Sempra on the most recent Margin Determination Day, (b)
the Held Margin Amount in respect of the UELP Gas Agreement is.equal
to the Current Margin Amount under the UELP Gas Agreement as
calculated by Sempra on the most recent Margin Determination Day in
accordance with the UELP Gas Agreement and (c) the Held Margin
Amount in respect of the UELP Swap Agreement is equal to the Curent
Margin Amount under the UELP Swap Agreement as calculated by
Sempra on the most recent Margin Determination Day in accordance with
the UELP Swap Agreement, {d) the Held Margin Arnount'in respect of the
Universal Gas Agreement is équal to the Current Margin Amount under
the Universal Gas Agreement as calculated by Sempra on the most recent
Margin Determination Day in accordance with the Universal Gas
Agreement and {e) the Held Margin Amount in respect of the Universal
Swap Agreement is equal to the Current Margin Amount under the
Universal Swap Agreement as calculated by Sempra on the most-recent
Margin Determination Day in accordance with the Universai Swap
Agreement; or (2) if a “Termination Event” has occurred and is continuing
nereunder or under the Universal Gas Agreement, the Universal Swap
Agreement, the UELP Gas Agreemenit or the UELP Swap Agreemient;

except as permitted under Section 10.2(a) and subject to the otheér terms
hereof, directly or indirectly enter into any physically-settled Gas sale
transaction with any third parties involving a fixed price other than
where, prior to or conternporaneously with entering into any such
transaction, UGE shall enter into a transaction with Sempra that fully'
hedges the price risk associated with such fixed-price transaction such
that such transaction with the third party will be profitable to UGE;
pravided that Sempra’s decision to enter into any such hedging,
transaction with UGE shall be made by Sempra in Sempra’s sole
discretion;

directly or indirectly sell Gas-to any Person (ather than those Peérsons ta
which Sempra may agree in writing) tha! “esults in such Person’s Gas
purchases frorm UGE to be more than ()33 MMBtus for any day ot (i)
5 n value for any 30-day period; provided, that UGE may not sell
butn was and electi~ energy to a single user of more thas S0
MMBTUs/day and #%8d{W/hour except as approved in advance by
Sempra’s credit department;

directly or indirectly eniter into any Gas sales transactions with any Person
that consumes more than the maximum daily volume guaranteed by a
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(m}

(n)

(0)

(p}

(@

LDC without the prior written approval of Sempra after a fortal credit
review by Sempra;

exeept to the extent expressly permitted by Sempra in writing after a
formal credit review by Sempra, directly or indirectly sell Gas to a third
party other than an LDC or, to the extent permitted hereby, UELP or
Universal, where all of the ullimate purchaser’s purchase ptice of such
Gas is not fully guaranteed by an LDC;

mmarket or enter into finandally- or physically-seitied iransactions in
respect of Gas or electric energy in ‘any jurisdiction without the- prior’
written consent of Sempra other than (i) Gas in-the State of Michigan, and
(iif) Gas and electric energy in the State of New York; provided, that, prior
to UGE marketing or entering into financially- or physically-settled
transactions in respect of Gas and/or electric energy in the State of New
York or any other jurisdiction in which UGE is not currently engaged in
marketing activity (each, a “New Jurisdiction”), {i) the board.of directors
of UGE shall first authorize the .commencement of such activities in such
New Jurisdiction and (ii) UGE shall obtain Sempra’s-written confirmation
(that Sempra may reasonably withhold) that Sempra is satisfied that the
regulatory environment in such New Jurisdiction reélating:to the:retail sale
of Gas. and/or electric energy, as the case' may be, is.not, in ‘Sempra’s
reasonable opinion, materially different than in the jurisdictions in which
UGE thein-currently does business; and provided, further, that Sempra may
requiré that all Gas Transactions entered into between Sempra and- UGE
to meet UGE’s Customer Load requirements in any New Jurisdiction be
hedges of Sleeve Transactions.

enter into financially- or physically-settled transactions in respect of Gas
or electric energy-for a fixed price with a term of greater than five years;

enter into financially- or physically-settled transactions in respect of Gas,
or, to the extent nermitted *-:2by, electric energy, for a fixed price of

greater than $3EBEMBTU opgiEPs fWh;

enter into new customer contracts in.any Contract Year if the sum-of (i)
the number of Customer-Equivalents associated with all new customer
contracts entered into by UGE during such Coniract' Year and (if) the
number of Customer-Equivalents associated with all nigw -customer
contvacts entered into by ez: ~¢ UELP ‘and Universal during such
Contract Year, would exceeu 233888 Customer-Equivalents during such
Centract Year;
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(r)

{s)

(1

take any action in furtherance of the type of actions described in clauses
(i) through (viil) (inclusive) of Section 11.1(e) with respect to.itself or its
assets, without first obtaining the prior written consent of Sempra;

purchase Gas hereunder or otherwise for any reason other than to setve
UGE's actual or forecasted aggregate Customer Load; or

enter into-any Gas sale transaétion with a customer if, after giving effect to
the Gas Transdction that would be required hereunder in order to hedge
the price risk associated with such Gas ‘sale transaction, the amount
determined in .accordance with the following. form-'~ *he “Notional
Exposure Amount”) would equal or exceed CT -5 SRabpast?

(1}  First, for each Electricity Swap entered into by UGE, Universal,
UELP and any other Affiliate of UGE with Sempra, including pursuant to
the UELP Swap Agreement and the Universal Swap Agreement,
determine of the product of:

(i) the remaining notional quantity in respect of such Electricity
Swap {in MWh); multiplied by

{i1) the fixed price payable by UGE or such Affiliate (as the ¢ase
may be) with respect to that Elgctricity Swap (in
CDN$/MWh);

(2)  Second, determine the sum of the amounts calculated in accordance

with (1) above for all Electricity Swaps (such sum, the “Swap Exposure”);

(3)  Third, for each Gas sale transaction entered into’by UGE, UELPR,
Universal -and any other Affiliate of UGE with Sempra, including
pursuant to the UELP Gas Agreement, the UGE Gas Agreement and the:
Universal Gas Agreement (including the subject Gas Trangaction
proposed to be entered into by UGE), determine the product of:

{H the remaining contract quantity of Gas to bé delivéred in
respect of such gas transaction (in GJ); multiptied by

(i)  the contract price payable by UGE or such Affiliate (as the
case may bej with respect to that gas transaction (in
CDNS$/GJ);

4) Fourth, determine the sum of the amounts calculated for-all gas
transachons’ in accordance with (3) above (such sum, the “Gas
Exposure”); and
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(5)  Fifth, determine the Notional Exposure Amount by calculating the
sum of the Swap Exposure plus the Gas Exposure.

10.3 UGE Margin Requirements

(a)

(b)

325050 vd-

Cormnmencing on the second annual anniversary of the IPO Date, and on
the first Business Pay of each calendar month occurring thereafter {each
such-day, a “Margin Determination Day”), UGE will deliver to any bank
account that Sempra designates from time to time, by wire transfer of
immedidtely available funds; an amount in cash etjual to any Required
Margin Amount (as defined below) hereunder.

As used herein, “Required Margin Amount” shall be- any amount by
which the Current Margiri Requirerhent (a5 defined below) exceeds the
aggregate amount of cash mdrgin previously delivered by UGE to Sempra
that Sempra has not returned to UGE (the “Held Margin Amount”), as
calculated by Sempra. UGE's “Current Margin Requirement” shall be.
calculated by Semnpra by determining the sclution to the following
formula: '

Current Margin Requirement = {438

roo e R

Where:

A= The aggregate remaining volume of Gas (in MMBtus) to bé delivered
by Sempra to UGE in respect of all Gas Transactions héreunder with
respect to which thé Contract Price for Gas is-less than CDN$7.50;

B= The aggregate remaining volurne of Gas (in MMBtus) to-be.deélivered
by Sempra to UGE in respect of all Gas Transactions hereunder with
respect to which the Contract Price for Gas is between CDN$7.50 and

CDN$9.00 (inclusive); and

C= The aggregate remaining volume of Gas (in MMBtus) to'be delivered
by Sempra to UGE in respect of all Gas Transactions hereunder with
respect to which the Contract Price for Gas is in excess.of CDN$9.00;

provided, that, if at any time of the determination thereof, the sum- (such
sum being the “Aggregate Current Margin Requirement”) of (i) the
Cwrent Margin Requirement of UGE hereunder, (ii} the aggregaté of the
“Current Margin Reéquirement” of UELP determined under each of the
UELP Agreements, and (iil) the aggregate of the “Current Margin
Requirement” of Universal determined under each -of the Universal
Agreements, shall be less than  GifgEe=e. ' (any such shortfall, the
“Aggregate Margin Shortfall”), the Ciulirent Margin Requirement. of each
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of UGE, UELP dnd Universal shall be increased by an amount equal to
such party’s Pro Rata Portion (as defined below) of such Aggregate
Margin Shortfall. A party’s “Pro Rata Portion” of an Aggregate Margin
Shortfall shall be determined by multiplying the current Aggregate
Margin Shortfall by a fraction, the numerator of which is such party’s
Current Margin Requirement prior to the addition of its Pro Rata Portion
and the denominator of which is the Aggregate Cwrrent Margin
Requirement prior to the addition of any party’s Pro Rata Portion.

(&  If on any Margin Determination Day, the Held Margin Amount exceeds
the UGE’s Current Margin Requircment, Sempra shall, on such day,
return any such excess amount in cash to the Blocked Account for
application in accordance with Section 6.9.

(dy  Sempra shall hold all cash delivered by UGE in respect of UGE'’s Current
Margin Requirement as margin Collateral in accordance with the terms of
the Security Agreement. In accordance sith the Security Agreement, UGE
grants to Sempra a lien and security interest in all such margin Collateral,
and all such margin shall constitute Collateral to secure the “Secured
Obligations” (as such term is defined in the Security Agreement) ofUGE
to Sempra. Sempra shall have the free and unrestricted right.to nse and
dispose of the margin Collatéral and such other rights and reinedies with
respect to the margin Collateral as are set forth in the Security-Agreement

te)  All margin Collatéral held by Sempra shall bear interest calculated on a
daily basis at overnight LTBOR as from time to time in effect, with the
amount of any interest accrtied and unpaid payable on the Gas Settlement
Date in each month into the Blocked Account for application in
accordance with Section 6.9.

{§  In the event that UGE fails to provide to Sempra all or any-portion of a
Required Margin Amount when due, such shortfall shall constitute an
“Outstanding Margin Amount” and Sempra shall be entitled to apply
amounts deposiled in the Blocked Account to reduce such Outstanding
Margin Amount in accordance with Section 6.9.

ARTICLE 13
TERMINATION AND LIQUIDATION

11,1 Termination Events

For purposes of the Transaction Documents, on or after the Closing Date, a
“Termination Event” shall mean the occurrence of any of the following conditions or
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events with respect to a Party (in which case such Party shall be the “Defaulting Party”
and the other Party shall be the “Non-Defaulting Party™):

S350 v

(@)

(b)

(d)

(e)

any failure by it to pay any amounts due hereunder on or before thie dates
specified for payment hereunder if not remedied within five Business
Days after receiving notice of that default from the Non-Defaulting Party;

any representation, warranty, certification or other statement made by it
in any Transaction Document shall prove to be untrue’in. any material
respect on the date as of which such statementis made or deemed made;

with respect to UGE only, UGE shall default-in the due performance or
observance by it of any covenant contained in Section10.2 of this
Agreement;

default in the due performance or observance by it of any other term,
covenant or agreement contained in the Transaction Documents other
than a default provided for in any other clause of this Section'11.1 and
Section 11.4 and such default shall not have beeii remedied 6r waived
within five Business Days or receipt 'of notice of such- default from the
Non-Defaulting Party;

it (i) becormes insolvent or is unable to pay ita debts or fails or admiits in
wrlting its inability generally to pay its debts as ‘they become due; (i)
makes a general assignment, arrangement or composition-with or for the
benefit of ils cred:tors, (iii) institutes or has institited against it a
proceeding seeking a judgment of insolvency or bankruptcy or any other
relief under any bankruptcy or insolvency law or other similar law
affecting creditors’ rights, or a. petition is presented for its winding-up or
liquidation; {iv) has a resolution passed for its winding-up, official
management or liquidation (other than pursudnt to a consolidation,
amalgamation or merger); (v) seeks or becomes subject to the:appeintment
of an administrator, provisional liquidator, conservator, receiver, trustee,
custodian or other similar official for it or for-all or substantially all its
assets; (vi} has a secured party. take possession of all or substanhally all its
assets or has a distress, execution, attachment, sequestration or other legal
process levied, enforced or sued on or against all or substantially all its
assets; (vii} causes or is subject to.any event with respect to it which, under
the applicable laws of any jurisdiction, has an analogous éfféct to any -of
the events specified in clauses (i) to (vi).inclusive; or {viii) takes any action
in furtherance of, or indicating its consent to, approval of, or acquiescence
in, any of the foregoing acts;
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(f)

(&

(h}

1)

with respect to. UGE only, any order, judgment or decree shall be entered

againist UGE decreeing the dissolution of UGE or any money judgmnent is
entered against UGE or an amount exceeding in-the aggregate $500,000
and such money judgment remains unsatisfied for 30 days following the
date on which all appeal’ periods with respect to such judgment have
expired;

with respect to UGE only, a Change in Control of UGE shall have
occurred;

with respect to UGE only, any conveyance, sale, iransfer or other
disposition of; in one ansaction or a series of transactions, all or

—substantially all of its business; property-or-assets; whether now owned or

hereafter acquired;

with respect to UGE only, if (i) any Transaction Document or any
provision of any Transaction Document; for any reason other than the
satisfaction in full of all obligations thereunder, shall cease to bein full
force and effect {other than in accordance. with its terms);, shall be
terminated or shall be declared to be null and void, (if) Sempra shall not
have or shall cease to have a valid and perfected First Priority Lien in any
Collateral, except' as permitted hereunder or under the Security
Agreement, purported to be covered by the Security Agreement, -or (iif)
UGE shall contest the validity aor enforceability of any Transaction
Document or any provision thereof in writing or dény in writing that it
has any further liability under any Transaction Document or any
provision thereof to which it is a party;

with respect to UGE only, if (i) the UEGL Guarantee, the UEGL Pledge
Agreement, the Universal Guarantee or the Universal Pledge Agreement
or any provision of any such document, for any reason other than the
satisfaction in full of all obligations thereunder, shall cease. to. be in full
force and effect {other than in accordance with its terms), shall be
terminated or shall be declared to be nuil and void, (ii} Sempra shall not
have or shall cease to have a valid and perfected First Priority Lien in any
Securities pledged to.Sempra pursuant to the UEGL. Pledge Agreeinent or
the Universal Pledge Agreement, (iii) UEGL shall contest the validity or
enforceability of the UEGL Guarantee or the UEGL Pledge Agreement or
any provision thereof in writing or deny in writing that it has any further
liability thereunder or any provision thereof to which it is a party,

(iv) Universal shall contest the validity or enforceability of the Universal
Guarantee or the Universal Pledge Agreement or any provision thereof in
writing or deny in writing that it has any further liability. thereunder of
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(k)

)

(m)

(n)

{0}

(p)

any provision thereof to which it is a party, or {v) any of UEGL, UGE or
Universal shall be the subject of an event specified in Section 11.1(e);

with respect to UGE only, there is, at any time, a rhaterial adverse change
in (i) the financial condition of UG E, UELP, UEGL or Universal, (ii) the
collection of accourits receivable by UGE, UELP, UEGL or Universal, or
(ifi) the effectiveness of the arrangement concerning collateral (mcludmcr

as a result of repudiation);

with respect to.Sempra only; if Sempra Energy’s most recent credit rating
for its long-term senior, unsecured debt falls below the lower of BBB- ‘by
S&P or Baa3 by Moody's, and Sempra does not provide to UGE security in
the form, amount and term reasonably specified by UGE within
5 Business Days of a request by UGE after such crédit downgrade;

with respect to UGE only, if at any time of the determiriation thereof by
Sempra 40% or more of the Notional Exposure Amount relates to Gas
purchase transactions and Electricity Swaps entered into by UGE, UELP,
Universal and any other Affiliate of UGE with Sempra to hedge the
commaodity price risk associated with customets in the United States;

with respect to UGE only, if UGE or any of its Affiliates including UELP
and Universal shall fail to make any payment when due (or within any
applicablé grace period) under any other agreement to which UGE or any
of its Affiliates is a party with Sempra (including the Universal
Agreements and the UELP Agreements) or UGE or any of its Affiliates
shall otherwise default under any such agreement with Sempra or any
évent shall have occurred as a result of any action or omission of UGE or
any of its Affiliates or any event relating to or affecting UGE er any of its
Affiliatés or its, or their, property which shall give Sempra the right to
terminate any such agreement;

with respect to UGE only, at any time (i) the aggregate amount owed by

any single. LDC to UGE and any Affiliates of UGE including UELP and
Universal exceeds Sempra’s then current exposure limit for such LDC, ar
(ii) any relevant LDC shall cease to guarantee customer payments
(including as a result of any action taken by UGE);

with respect to UGE only, UGE and/or any Affiliate of UGE other than
Terra Grain Fuels Inc. {“Terra”), any Subsidiary of Terra or any
shareholder of UEGL, shall, in the aggregate, without the prior written
consent of Sempra, make direct or indirect coniributions to, or
Investments in, Terra or any subsidiary of Terra, in an aggregate-amount
exceeding CDNS$20,000,000; or
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(q)  with respect to UELP only, Semnpra shall not be permitted to appoint a
director to the board of directors of UGE or Universal.

11.2 Liquidation

Upon the occurrence of a Termination Event, the Non-Defaulting Party shall
have the right, in addition to any other remedies hereunder, to immediately, without
prior notice to the Defaulting Party, for 5o long as the Termination Event is continuing:

(a)  suspend its performance under the Gas Transactions then outstanding at
any time and from time to Hme; or

{(b)  liguidate and terminate the Gas Transactions then utstanding at any:time
and fforn time to tithe afd azcelerate the payment of-any-amounts due in
respect hereof and thereof.

‘Upon any such liquidation and termination, the Non-Defaulting Party shall, forthwith
after such termihation and Jliquidaton, calculate, in a commercially réasonable manner,
a Settlement Amount for this Transaction, including for each Gas Transaction
outstanding hereunder, as of the time of the termination hereof or as soon‘thereafter as
is reasonably practicable and a Net Settlement Amount; provided that this remedy of
liquidation and termination shall not be available when the Termination Event is a
failure to deliver or receive Gas and the Defaulting Party pays any sum due from it in
accordanee with Section 11.4. The Non-Defaulting Party shall use reasondble efforts to
give notice to the Defaulting Party that a liquidation pursuant to this Section 112 has
occurred before the close of business on the Business Day following such liquidation,
provided that failure to give such notice shall not affect the validity or a\forceabmty of
the liquidation or give rise to any claim by the Defaulting Farty against the
Non-Defaulting Party.

11.3 Settlement Amount

As used herein, the term “Settlement Amount” shall mean the net of all losses
and costs (or gains), expressed in United States dollars, as calculated by the
Non-Defaulting Party in any commercially feasonable manner, which the
Non-Defaulting Party incurs as a result of a liquidation, pursuant to this Arficle 11, of
this Transaction, including each Gas Transaction entered into hereunder including the
net of all losses and costs (or gains) incurred by the Non-Defaulting Party as a result of
the liquidation of each Gas Transaction based upon the then-current replacement value
thereof and, at the Non-Defaulting Party’s option, but without duplication, the net of all
losses and costs which the Non-Defau.x]nng Party ineurs as a result of maintaining,
terminating, obtaining or re-establishing any hedge or related trading positions. The
Non-Defaulting Party shall set off (i} any Settlémerit” Amounts that are due to the
Defaulting Party, plus any margin or other Collateral which is ¢ash or Cash Equivalents
then held by the Non-Defaulting Party, pliis any amounts owing to the Defaulting Party
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for Gas that has been delivered including Transportation Costs, plus (at the
Non-Defaulting Party’s election) any or all other amounts due to the Defaulting Party
by the Non-Defaulting Party (whether under this Agreement or otherwise and whether
or not then due) against (if) any Settlement Amounts that are due to the Non-Defaulting
Parly, plus any margin or other Collateral which is cash or Cash Equivalents then held
by the Defaulting Party, plus any amounts owing to the Non-Defaulting Party for Gas
that has been delivered including Transpdriation Casts, plus (at the Noh-Defaulting
Party’s elecdon) any or all other amounts due to the Non-Defaulting Pirty by the
Defaulting Party {whether under this Agreement or otherwise and whether or not then
due), so that all such amounts shall be netted to a single liquidated amount payable by
one Party to the other Party (the “Net Settlement Amount”). The Net Settlement
.Ampunt shall be due and payable to ot from the Non-Defaulting Party as appropriate.
A Party with a Net Settlement Amount payment obhgahon shall pay such amount to
the other Party within one Business Day of receipt froin the Non-Defaulting: Party of
notice of such calculation. In calculating any Setflement Amount and the Net
Settlement Amount, the Non-Defaulting Party shall discount to presént value (in a
commercially reasonable manner based on rates for the applicable period) any amount
which would otherwise have been due at a later date {(and shall be permitted to make a
reasonable estimate of any such amount} and shail add interest (at a rate determined in
the same manner) to any amount due prior to the date of the calculation. After the
occurrence of a Termination Event, the Defaulting Party shall be responsible for‘all costs
‘and expenses incurred by the Non-Defaulting Party as a result of the occurrence of such
Termination Event (including reasonable attorrieys’ fees and disbursements).

114 Failure to Deliver or Receive Gas

 Without limiting the rights of the Non-Defaulting Party under the provisions of
this Article 11 or otherwise; if either Party (the “Non-Performing Party”} shall fail to
deliver or receive any quantity of Gas as required under this. Transaction, such. Party
shall, as promptly as practicable, give notice of such- default to the other Party (the

“Performing Party”} and the Performing Party shall be entitled to receive from the:

Non-Performing Party an amount, payable {or offset) on the next date a payment is due
from either Party, calculated as follows:

(a)  If UGE is the Non-Performing Party, then UGE shall be liahle for (i) the
amount of any charges incurred by Sempra that Seripra would not have

incurred but for such failure by UGE and (ii} if the Sales Price (as defined.

below) is léss than the Contract Price, the product of the amount, if any,
by which the Contract Price exceeds the Sales Price multiplied by the
amount by which the quantity received by the UGE was less than the
quantity UGE was required to receive.

(b)  1f Sempra is the Non-Performing Party, then Sempra shall be liable for (i)
the amount of any charges incurred by UGE that it would not have
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incurred but for such failure by Sempra and (ii) if the Replacement Price
(as defined below) is greater than the Coniract Price, the. product of the
amount, if any, by which the Replacement Price exceedéd the Contract
Price multiplied by the amount by which the quantity delivered by
Sempra was less than the quantity Sempra was required to deliver.

()  The “Sales Price” shall be the price at which Sempra, acting. in. any
commercially reasonable mannier, effects a resale of the Gas not.received
by UGE or, absent such a resale, the market price for such quantity at-the
relevant Delivery Point, as determined by Sempra in any commercially
reasonable manner. The “Replacement Price” shall be the price at which
UGE, acting.in any commercially reasonable manner, effects a purchase of
the Gas not delivered by Sempra or, absent such a purchase, the market
price for such quantity at the relevant Delivery Point, as determined by
UGE.in any commerdially reasonable manner.

11.5 Additional Rights; Limitation of Damages

A Party’s rights under this Article 11 are in addition to, and not in limitation or
exclusion of, any other rights which that Party may have (whether by agreement,
operation of law or otherwise). In no eventshall either Party be liable to the other Party
for consequential, incidental, punitive, exemplary or indirect damages.in tort, for
contract or .otherwise; provided, that no remedy of liquidation or termination shall be
available when the Termination Event is a failure to deliver or receive Gas that is due
under this and the Non-Performing Party pays any swn due from it under Section 11.4.

ARTICLE 12
INDEMNITY AND EXPENSES

12,1 Indemnity by UGE

UGE agrees to indemnify-Sempra from and against any and-all claims, losses and
liabilities in any way relating to, growing out of or resulting from this Agreement, the
Coliateral Documents and the Assignment Agreement (including enforcement hereof
and thereof), except to the extent such claims, losses or liabilities result primarily from
Sempra’s gross negligence or wilful misconduct as finally determined by -a court of
competent jurisdiction or as expressly set forth in the proviso to Section 11.5.

12.2 Costs and Expenses of Enforcement

UGE agrees to pay to Sempra upon demand in cash the full amoimt of all costs
and expenses (including the reasonable fees and expenses of its counsel and of any
experts and agents) that Sempra may incur in connection with (i) the exercise or
enforcement of any of the rights of Sempra under this Agreement and the other
Transaction Documents upon the occurrence of a Termination Event, (ii) the failure by
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UGE to perform or observe any of the provisions of this Agreement and the other
Transaction Documents, or {iii) the custody, preservation, use of, or the sale of,
collection from, or other realization upon, any of the Collateral.

12.3 Costs and Expenses of Litigation

In the event of any litigation hereunder, the losing Party shall pay the prevailing
Party’s reasonable expenses, including attorneys fees, expert fees, and court costs, of
litigation and litigation preparation.

12,4 Survival

The obligations of the Parties in this Article 12 shall survive the termination of
this Agreement and the discharge of the Parfies” other obligations under the Transaction
Documents.

ARTICLE 13
MISCELLANEQUS

133 Term and Termination of Obligation to Enter into Gas Transdctions

The obligation of Sempra and UGE to enter into Gas Transacbons shall terfninate
on the -earlier of (a) June 30, 2010 and .(b) the date of termination, liquidation and

settlement by the Non-Defaulting Party pursuant to Article 11 after the occurrence of a.

Termination Event. Subject to Section 12.4, the remaining terms of this Agreement shall
remain in full force and affect until the satisfaction by both parties of all of their
respective obligations hereunder and. in respect of all Gas Transactions entered into

hereunder,

13,2 Amendments, etc.

No term or provision of this Agreement shall be amended, modified, altered,
waived, .or sitpplémented except in.a writing signed by the Parties hereto. Any such
waiver shall be effective only In the specific instance and for the specific purpose for
which it was given.

13.3 Nobkces

Any notice er other- communication herein required or permitted. to-be given
shall be in writing and may be sent by facsimile or other mutually agreed electronic
means, by courier or by hand delivery and, unless otherwise specified herein, shall be
deemed to have been given when delivered in person or by courier service, or upon
receipt of a facsimile, to a Party at theé following address or facsimile number or such
other address or facsimile number as shall be designated by such Party in a wriften
notice delivered to the other Party hereto:
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{a)  For notices sent to UGE, to:

¢/o Universal Energy Group Ltd.

25 Sheppard Avenue West, Suite 1605
Toronto, ON- M2N 656

Attention: Mark Silver

Telephone: (416) 221-8998

Facsirnile: (416) 221-4787

()  For notices sent to Sempra with respect to' matters other than operations,
to:

wrmcmmm. Sempra Energy Trading Corp.
58 Cormmerce Road
Stamford, CT 06902
Attention: General Counsel
Telephone: (203} 355-5510
Facsimile: (203) 355-5410

For notices sent to Sempra with respect to operations:

Sempra Energy Trading Corp.
58 Commeérce Road
Stamiford, CT 06902
Attenition: Opérations
Telephone: (203) 355-6630
Facsimile: (208) 355-5342

provided that if UGE wants to nominate any Gas or make a changeto the
Scheduled Gas, UGE shall notify Sempra by facsimile at 403-269-8432 and.
confirm such netification by telephone at 403-750-2462.

13.4  Failure or Indulgence Not Waiver; Remedies Cumulative

No failure.or delay on the part of Sempra or UGE in the exercige of-any power,
right or privilege hereunder shall impair such power, right or privilege or be construed
to be a waiver of arty default or acquiescence therein, nor shall any single or partial
exercise of any such power, right or privilege preclude any other or-further exercise
thereof or of any other power, right or privilege. All rights and remedies existing-under
this Agreemient are cumulative to, and not exclusive of; any rights or remedies

otherwise available.

13.5 Severability
In case any provision in or obligdtion under this Agreemént shall be invalid,.
illegal or unenforceable in any jurisdiction, the validity, legality and enforceability of
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the remaining pravisions or obligations, or of such provision or ébligation in any other
jurisdiction, shall not in any way be affected or impaired thereby unless such invalidity,
illegality or unenforceability materially impairs the economic benefit of protections
deemed by a Party from the Transaction, taken as a whole.

13.6 Confidentiality

Neither Party to this Agreement shall disclose the terms or condifions of this
Agreement or the Transaction to a third party (other than such Party's employees,
lenders, counsel, accountants or advisors who need to know such information-and hdave
agreed to keep such terms confidential); except in order to comply with ariy applicable
law, regulation, or any exchange, control area or independent system operator rule or in
connection: with any court or regulatory proceeding; provided, however, each such
Party shall, to the extent practicable, use reasonable efforts to prevent or-limit the
disclosuré. The Parties shall be entitled to all remedies available at law or in equity to
enforce, or seek relief in connection with, this confidentiality obligation.

13.7 Recording

Each Party consents to the recording of all telephone conversations between its
employees and the employees of the other Party and agrees to oblain any nécessary
consent of, and give notice of such recording to. its employees. Any such recordings
may be introduced as evidence in any legal proceeding to establish proof of any matter
relating to this Agreement.

13.8 Governing Law; Terms

THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF THE
PARTIES HEREUNDER SHALL BE GOVERNED BY; AND -SHALL BE CONSTRUED
AND ENFORCED IN ACCORDANCE WITH, THE SUBSTANTIVE LAWS OF THE
STATE OF NEW YORK AND THE LAWS OF THE UNITED STATES APPLICABLE
THEREIN, WITHOUT.REGARD TO RULES ON CHOICE OF LAW.

13.9 Consent to Jurisdiction and Service of Process

ALL JUDICIAL PROCEEDINGS BROUGHT AGAINST UGE OR SEMPRA
ARISING OUT OF OR RELATING TO THIS AGREEMENT, OR ANY OBLIGATIONS
HEREUNDER, MAY BE BROUGHT IN ANY FEDERAL OR STATE COURT LOCATED
WTTHIN THE STATE OF NEW YORK. BY EXECUTING AND DELIVERING THIS
AGREEMENT, EACH OF SEMPRA AND UGE, FOR ITSELF AND IN CONNECTION
WITH [TS PROPERTIES, IRREVOCABLY (1) ACCEPTS GENERALLY AND
UNCONDITIONALLY THE NON-EXCLUSIVE JURISDICTION AND VENUE OF
ANY SUCH COURT; (2) WAIVES ANY DEFENSE OF FORUM NON CONVENIENS;
(3) AGREES THAT SERVICE OF ALL PROCESS TN ANY SUCH PROCEEDING IN
ANY SUCH COURT MAY BE MADE BY REGISTERED OR -CERTIFIED MAIL,
RETURN RECEIPT REQUESTED, TO UGE AT ITS ADDRESS PROVIDED IN
ACCORDANCE WITH SECTION 13.3; (4) AGREES THAT SERVICE AS PROVIDED IN
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CLAUSE (3) ABOVE IS SUFFICIENT TO CONFER PERSONAL JURISDICTION OVER
UGE IN ANY SUCH PROCEEDING IN ANY SUCH COURT, AND QTHERWISE
CONSTITUTES EFFECTIVE AND BINDING SERVICE IN EVERY RESPECT; (5)
AGREES THAT THE OTHER PARTY RETAINS THE RIGHT TO SERVE PROCESS N
ANY OTHER MANNER PERMITTED BY LAW OR TO -BRING PROCEEDINGS
AGAINST IT IN THE COURTS OF ANY OTHER JURISDICTION; AND (6) AGREES
THAT THE PROVISIONS OF THIS SECTION 13.9 RELATING TO JURISDICTION
AND VENUE SHALL BE BINDING AND ENFORCEABLE TQO THE FULLEST EXTENT
PERMISSIBLE UNDER THE LAWS OF THE STATE OF NEW YORK.

13,10 Waiver of Jury Tridl

UGE AND SEMPRA HEREBY AGREE TO WAIVE THEIR RESPECTIVE
RIGHTS. TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED UPON
OR ARISING OUT OF THIS AGREEMENT. The scope of this waiver is intended to be
all encompassing of any and all disputes that may be filed in any court and that relate to
the subject matter of this Transaction, including contract claims, tort claims, breach of
duty ¢laims, and all other common law and statutory cdlaims. UGE and Sempra
acknowledge that this waiver ts a material inducement for UGE and Sempra to enter
into a business relationship, that UGE and Sempra have already relied on this waiver in
entering into this Agreement and that each will continue to rely on this waiver in their
related future dealings. UGE and Sempra further warrant and represent that each has
reviewed this waiver with its legal counsel, and that each knowingly and voluntarily
waives its jury trial rights following consultation with legal counsel. ‘THIS WAIVER IS
[RREVOCABLE, MEANING THAT IT MAY NOT BE MODEFIED EITHER ORALLY OR:
IN WRITING (OTHER THAN BY A MUTUAL WRITTEN WAIVER SPECIFICALLY
REFERRING TO THIS SUBSECTION AND EXECUTED BY EACH OF THE PARTIES
HERETO), AND THIS WAIVER SHALL APPLY TG ANY SUBSEQUENT
AMENDMENTS, RENEWALS, SUPPLEMENTS OR MODIFICATIONS TO THIS
AGREEMENT. In the event of litigation, this Agreement may be filed as a written
consent to a trial by the court,

13.11 No Implied Representations or Warranties

EXCEPT AS EXPRESSLY SET FORTH HEREIN, SEMPRA EXPRESSLY
NEGATES ANY OTHER REPRESENTATION, WARRANTY OR CONDITION,
WRITTEN OR ORAL, EXPRESS OR IMPLIED, INCLUDING ANY
REPRESENTATION, WARRANTY OR CONDITION WITH RESPECT TO
CONFORMITY TO MODELS OR SAMPLES, MERCHANTABILITY, OR QUALITY
OR FITNESS FOR ANY PARTICULAR PURPQOSE.

13.12 Entire Agreement
This Agreernent contains the entire agreement beftween the Parties and
supersedes all prior oral or written communications or agreements rélating to the
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subject matter hereof, other than in confirmations between the Farties which shall be
incorporated into this Agreement as confirmations hereunder.

13.13 Credit Support

The Gas Transactions described herein shall be marked-to-market and UGE shall
provide collateral to Sempra in accordance with the terms he_teof and of the Security
Agreement. ~ - -

13.14 Forward Contract

‘The parties to this Agreement ackniowledge and dgree that all Gais Transactions
constitute “forward contracts” withirt the meaning of Title IT of the United"States Cade-
entitled “Bankruptcy” and “eligible financial contracts” within the meaning of
Companies’ Creditors Arvangement Act (Canada) and the Bankruptey and Insolvency Act
(Canada) (in any case, as amended, restated, replaced or re-enacted from time to time)
and will be treated similarly under and in all proceedings related to any bankruptcy,
insolvency or similar law (regardless of the jurisdiction of application-or competence of
such law) or any ruling, order, directive or pronouricement made pursuant thereto.

13.15 Assignment

Neither of the Parties shall assign this Agreéement or its rights hereunder, in
whole o in part, without the piior written consent of the other Party; which consent
miay be withheld in the exerdise of the other Party’s sole discretior.

13 16 Countérparts

This Agreement may be executed in one or more counterparts and by different
Parties in separate counterparts, each of which when so executed and delivered shall be
deemed an original, but all such counterparts together shall constitute but one-and the
same instrument; signature pages may be detached from multfple separate counterparts
and attached:to a single counterpart so that all signature pages are physically dttached
to the same document. In addition, facsimile copies of executed counterparts shall be
conclusively regarded for all purposes as originally executed counterparts pending the
deliveritig of the originals.

13.17 Enurement

This Agreement-shall be binding upon and enure to the benefit of successors,
assigns, personal representatives and heirs of the respective Parties.
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13.18 Non-Merger

The provisions contained in this Agreement shall survive and shall not merge in
any conveyance, transfér, assignment, novation agreement or other document or
instrument issued pursuant to or in connection with this Agreement. ’ |

(N WITNESS WHEREOF, UGE and Sempra have caused this Agreement to be
diily execiited and delivered by their respective officers thereunto duly authorized as of
the date first written above.

- UNIVERSAL GAS & ELECTRIC

CORPO. ON
By:

Name:  Nino Silvestri _

Title: Chief Operating Officer
SEMPRA ENERGY TRADING CORP.
By: '

Name: Aara kens
Title: V& He Seol<nk -
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AMENDED AND RESTATED
NATURAL GAS PURCHASE AND SALE AGREEMENT

This Amended and Restated Natural Gas Purchase and Sale Agreement (this
“Agreement”) is dated as of February 2, 2007 and entered into by and between:

UNIVERSAL ENERGY CORPORATION (“Universal”), an
Ontario corporation,

and

SEMPRA ENERGY TRADING CORP. (“Sempra”), a
Delaware corporation.

RECITALS

A.  Universal is a retail load aggregator and is in the business of supplying Gas to
residential and commercial customers. :

B.  Universal and Sempra entered into that certain Natural Gas Purchase and Sale
Agreement dated as of July 14, 2005 and also entered into that certain Natural Gas
Purchase and Sale Agreement Amending Agreement also dated as of July 14, 2005
(together, the “Original Supply Agreement”) pursuant to which Sempra agreed to act
as Universal’s exclusive supplier of Gas on the terms and conditions set forth therein.

C.  Universal and Sempra now hereby agree to amend and restate the terms of the
Original Supply Agreement as set forth herein.

D.  Universal has agreed to continue to secure all of its obligations to Sempra by the
grant of a First Priority security interest on substantially all of Universal’s current and
future assets, including all cash and Cash Equivalents, all accounts receivable and all

deposit accounts.

E.  Universal has agreed that all payments from Universal’s customers and the
LDCs making payments to Universal shall continue to be paid to a specified lockbox or
by wire transfer to specified blocked accounts under the control of Sempra, from which
amounts shall be paid first to Sempra in satisfaction of payments due hereunder and
any excess amounts then paid to Universal.

In consideration of the premises and in order to induce Sempra to enter into the
Transaction with Universal and for other good and valuable consideration, the receipt
and adequacy of which are hereby acknowledged by each of the Parties, Universal and
Sempra hereby agree as follows: '
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SOTVE




11

ARTICLE1
INTERPRETATION

Definitions
In this Agreement, including the recitals to this Agreement, the following terms

have the meanings set forth below:

287650 w11

“Affiliate”, as applied to any Person, means any other Person directly or
indirectly controlling, controlled by, or under common control with, that Person
or that is related to such Person by birth or marriage. For the purposes of this
definition, “control” (including, with correlative meanings, the terms
“controlling”, “controlled by” and “under common control with”), as applied to
any Person, means the possession, directly or indirectly, of the power to direct or
cause the direction of the management and policies of that Person, whether
through the ownership of voting securities or by contract or otherwise.

“Asset Sale” means the sale by Universal to any Person of (i) substantially all of
the assets of any division or line of business of Universal or (i) any other assets
(whether tangible or intangible) of Universal (other than (A) inventory sold in
the ordinary course of business and (B) any other assets to the extent that the
aggregate value of such assets sold in any single transaction or related series of
transactions is equal fo or less than $50,000).

“Bank” means The Bank of Nova Scotia.
“Base Price” has the meaning assigned to such term in Section 2.4.

“Blocked Accounts” means Canadian dollar deposit account #55582-002-0082317
with the Bank at the Bank’s Woodbridge, Ontario branch (branch number 55582),
and, when required by Sempra, a United States dollar deposit account with the
Bank, at the Bank’s Woodbridge, Ontario branch (branch number 55582), which
accounts shall be in the name of Universal but subject to the control of Sempra in
accordance with the Blocked Account Agreement.

“Blocked Account Agreement” means that certain Blocked Account Agreement
dated as of July 14, 2005 among Universal, Sempra and the Bank.

“Budget” has the meaning assigned to such term in Section 10.1(g)(v).

“Business Day” shall mean a calendar day other than a Saturday, Sunday or
statutory or banking holiday in New York, New York or Toronto, Ontario.

“Capital Lease”, as applied to any Person, means any lease of any property
(whether real, personal or mixed) by that Person as lessee that, in conformity
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with GAAP, is accounted for as a capital Jease on the balance sheet of that
Person.

“Cash Equivalents” means, as at any date of determination, (i) marketable
securities (A) issued or directly and unconditionally guaranteed as to interest
and principal by the Government of Canada or (B)issued by any agency of
Canada the obligations of which are backed by the full faith and credit of
Canada, in each case maturing within one year after such date; (ii) marketable
direct obligations issued by any province of Canada or any political subdivision
of any such province or any public instrumentality thereof, in each case maturing
within one year after such date and having, at the me of the acquisition thereof,
the highest rating obtainable from either S&P or Moody’s; (iii) commercial paper
maturing no more than one year from the date of creation thereof and having, at
the time of the acquisition thereof, a rating of at least A-1 from S&P or at least P-1
from Moody’s; (iv) certificates of deposit or bankers’ acceptances maturing
within one year after such date and issued or accepted by any lender or by any
commercial bank listed in Schedule I to the Bank Act (Canada); and (v) shares of
any money market mutual fund that (A) has at least 95% of its assets invested
continuously in the types of investments referred to in clauses (i) and (ii) above,
(B) has net assets of not less than $500,000,000, and (C) has the highest rating
obtainable from either S&P or Moody’s.

“Change in Control” means, with respect to Universal, if at any time of the
determination thereof, UEGL shall cease to own or control, directly or indirectly,
100% of the aggregate Equity Interests in Universal.

“Closing Date” has the meaning assigned to such term in Section 8.1.

“Collateral” shall have the meaning ascribed to such term in the Security
Agreement.

“Collateral Documents” means the Security Agreement, the Blocked Account
Agreement, the UEGL Pledge Agreement, the UEGL Guarantee, and all other
instruments or documents delivered pursuant to this Agreement or otherwise in
order to grant to Sempra a Lien on any real, personal or mixed property of
Universal as security for the obligations secured pursuant to the Security

Agreement.

“Contingent Obligation”, as applied to any Person, means any direct or indirect
liability, contingent or otherwise, of that Person (i) with respect to any
Indebtedness, lease, dividend or other obligation of another if the primary
purpose or intent thereof by the Person incurring the Contingent Obligation is to
provide assurance to the obligee of such obligation of another that such
obligation of another will be paid or discharged, or that any agreements relating
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thereto will be complied with, or that the holders of such obligation will be
protected (in whole or in part} against loss in respect thereof, or (ii) with respect
to any letter of credit issued for the account of that Person or as to which that
Person is otherwise liable for reimbursement of drawings, or (iii) under any
hedge agreements. Contingent Obligations shall include (A)the direct or
indirect guaranty, endorsement (otherwise than for collection or deposit in the
ordinary course of business), co-making, discounting with recourse or sale with
recourse by such Person of the obligation of another, (B) the obligation to make
take-or-pay or similar payments if required regardless of non-performance by
any other party or parties to an agreement, and (C) any liability of such Person
for the obligation of another through any agreement (contingent or otherwise)
(1) to purchase, repurchase or otherwise acquire such obligation or any security
therefor, or to provide funds for the payment or discharge of such obligation
(whether in the form of loans, advances, stock purchases, capital contributions or
otherwise) or {2) to maintain the solvency or any balance sheet item, level of
income or financial condition of another if, in the case of any agreement
described under subclauses (1) or (2) of this sentence, the primary purpose or
intent thereof is as described in the preceding sentence. The amount of any
Contingent Obligation shall be equal to the amount of the obligation so
guaranteed or otherwise supported or, if less, the amount to which such
Contingent Obligation is specifically limited.

“Contract Price” shall mean the price in Canadian dollars per gigajoule to be
paid by Universal to Sempra for Gas purchased and sold hereunder.

“Contract Quantity” shall have the meaning set forth in Section 2.3.

“Contract Year” shall mean each successive 12-month period during the term
hereof with the initial Contract Year commencing on the date first written above,
each subsequent Contract Year commencing on the annual anniversary of such
date and the final Contract Year ending on the date of termination hereof.

“Contractual Obligations”, as applied to any Person, means any provision of
any Securities issued by that Person or of any material indenture, mortgage, deed
of trust, contract, undertaking, agreement or other instrument to which that
Person is a party or by which it or any of its properties is bound or to which it or
any of its properties is subject.

“Current Margin Amount” shall have the meaning set forth in Section10.3.

“Customer-Equivalents” means the aggregate of the following calculations for
each relevant Gas customer and electric energy customer of Universal:

For each such customer, the greater of:

-4-
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(i one (1); or

(i) anamountequal to:

(A)

(B)

with respect Gas customers:

M

(I

the average amount of Gas per month {expressed in
gigajoules) consumed by that customer during the
shorter of the number of months that customer has
been a customer of Universal or the previous twelve
(12) months; multiplied by

twelve (12);

which product of (I} and (II) shall be rounded upwards or
downwards, as the case may be, to the nearest multiple of
one hundred six (106) and then divided by one hundred six

(106); and

with respect to electric energy customers:

M

(m

the average amount of electric energy per month
(expressed in kilowalts) consumed by that customer
during the shorter of the number of months that
customer has been a customer of Universal or the
previous twelve (12) months; multiplied by

twelve (12)

which product of (I} and (If) shall be rounded upwards or
downwards, as the case may be, to the nearest multiple of
ten thousand (10,000) and then divided by ten thousand
(10,000);

provided, that where a customer is both a Gas customer and an electric energy
customer, its Customer Equivalent for both commodities shall be included in

such calculation.

“Customer Load” means, with respect to a customer of Universal, the Gas load
requirements of that customer.

“Defaulting Party” shall have the meaning set forth in Section 11.1.
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“Delivery Point” shall mean the point or points where delivery and receipt of
Gas is to take place, as agreed to by Sempra and Universal in accordance with
this Agreemnent.

“Electricity Swap” shall refer to any swap, contract for differences, option or
other transaction in respect of electric energy including any transaction under the
Universal Swap Agreement,

“EPT” means eastern prevailing time.

“Equity Interests” means (i) with respect to a corporation, any and all shares,
interests, participation or other equivalents (however designated) of corporate
stock, including all common stock and preferred stock, or warrants, options or
other rights to acquire any of the foregoing and (ii) with respect to a partnership,
limited liability company or similar Person, any and all units, interests, rights to
purchase, warrants, options, or other equivalents of, or other ownership interests
in, any such Person. '

“First Priority” means, with respect to any Lien purported to be created in any
Collateral pursuant to any Collateral Document, that (i) such Lien is perfected
and has priority over any other Lien on such Collateral and (ii) such Lien is the
only Lien (other than Permitted Liens) to which such Collateral is subject.

“Fiscal Quarters” means the fiscal quarters of Universal ending on March 31,
June 30, September 30 and December 31 of each calendar year.

“Fiscal Year” means the fiscal year of Universal ending on September 30 of each
calendar year.

“Force Majeure” means an occutrence or event not reasonably within the control
of the affected Party and which by the exercise of due diligence of such Party
could not have been prevented or overcome, including the following: (i) physical
events such as acts of God, landslides, lightning, earthquakes, fires, storms or
storm warnings, such as hurricanes, which result in evacuation of the affected
area, floods, washouts, explosions, breakage or accident or necessity of repairs to
machinery or equipment or lines of pipe; (i) weather related events affecting an
entire geographic region, such as low temperatures which cause freezing or
failure of wells or lines of pipe; (iii) interruption of firm transportation and/or
storage by Transporters; (iv) acts of others such as sirikes, lockouts or other
industrial disturbances, riots, sabotage, insurrections or wars; and (v)
governmental actions such as necessity for compliance with any court order,
law, statute, ordinance, or regulation promulgated by a Governmental Entity
having jurisdiction.
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“Free Cash” means for any period, Universal’s operating cash flow for such
period net of any liabilities that are past due minus any cash flows associated
with investing activities during such period (e.g., capital expenditures) and
minus any cash flows associated with financing activities during such period
(e.g., debt repayments), all as evidenced in Universal’s financial statements for
such period prepared in accordance with GAAP.

“GAAP” means generally accepted accounting principles in Canada approved
by the Canadian Institute of Chartered Accountants.

“Gas” means merchantable natural gas comprised of a mixture of hydrocarbons
and non-combustible gases in a gaseous state consisting primarily of methane
that meets the specifications of the relevant Transporters in effect at the time the
natural gas is delivered, including quality, temperature and pressure.

“Gas Daily” means the publication Gas Daily, as published by Platts, a division
of The McGraw Hill Companies, Inc., or any successor publication thereto.

“Gas Day” means, with respect to a delivery of Gas, a period of 24 consecutive
hotirs of Gas flow, coextensive with a “Gas Day,” “Flow Day,” “Gas Flow Day”
or equivalent term, as defined in the tariff of the Transporter in respect of such
Gas.

“Gas Settlement Date” means, with respect to Gas delivered in accordance with
this Agreement, the 25% calendar day of the calendar month following the month
of such delivery.

“Gas Transaction” means a purchase and sale of Gas to be performed pursuant
to this Agreement, as evidenced by a Nomination Notice.

“Governmental Entity” means (I) any international, multinational, national,
federal, provincial, state, local or other governmental or public department,
central bank, court, commission, board, bureau, agency or instrumentality,
domestic or foreign, (I} any subdivision or authority of any of the above, (IIT)
any quasi-governmental or private body exercising any regulatory, expropriation
or taxing authority under or for the account of any of the above, and (IV) any
stock exchange.

“GST” shall have the meaning set forth in Section 4.2 hereof.
“Held Margin Amount” shall have the meaning set forth in Section10.3.

“Indebtedness”, as applied to any Person, means (i)all indebtedness for
borrowed money, (i) that portion of obligations with respect to Capital Leases
that is properly classified as a liability on a balance sheet in conformity with
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GAAP, (iii) notes payable and drafts accepted representing extensions of credit
whether or not representing obligations for borrowed money, (iv) any obligation
owed for all or any part of the deferred purchase price of property or services,
which purchase price is (A) due more than six months from the date of
incurrence of the obligation in respect thereof or (B) evidenced by a note or
similar written instrument, and (v) all indebtedness secured by any Lien on any
property or asset owned or held by that Person regardless of whether the
indebtedness secured thereby shall have been assumed by that Person or is
non-recourse to the credit of that Person.

“Investment” means (i) any direct or indirect purchase or other acquisition by a
Person of, or of a beneficial interest in, any Securities of any other Person, (ii) any
direct or indirect loan, advance (other than advances to employees for moving,
entertainment and travel expenses, drawing accounts and similar expenditures
in the ordinary course of business) or capital contribution by a Person to any
other Person, including all indebtedness and accounts receivable from that other
Person that are not current agsets or did not arise from sales to that other Person
in the ordinary course of business, or (iif) any interest rate agreements or
currency agreements.

“IPO Date” the closing date of the initial public offering of UEGL.

“LDC” means the local distribution company responsible for delivering Gas to
Universal’s customers in a particular geographic area.

“LDC Citygate” means the delivery point for the distribution system of the
applicable LDC.

“LIBOR” means, for any day, the rate per annum equal to the London Interbank
Offered Rate that appears in the “Money Rates” section of The Wall Street Journal

on that day.

“Lien” means (f) any mortgage, charge, pledge, hypothecation, security interest,
assignment by way of security, encumbrance, lien (statutory or otherwise), hire
purchase agreement, conditional sale agreement, deposit arrangement, title
retention agreement or arrangement, Or any assignment, arrangement or
condition that in substance secures payment or performance of an obligation, (IT)
any trust arrangement, (TII) any arrangement which creates a right of set-off out
of the ordinary course of business, (IV) any option, warrant, right or privilege
capable of becoming a transfer, sale, assignment, exchange, gift, donation or
other disposition of Securities where possession, legal title, beneficial ownership
or the economic risk or return associated with such Securities passes directly or
indirectly from one Person or to another to the same Person in a different legal
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capacity, whether or not for value, whether or not voluntary and however
occurring, or (V) any agreement to grant any such rights or interests.

“Lockbox” means a lockbox to be established by Universal at the Bank forthwith
after request by, and on terms and conditions acceptable to, Sempra.

“Margin Determination Day” shall have the meaning set forth in Section10.3.

“Material Adverse Effect” means (i) a material adverse effect upon the business,
operations, properties, assets, condition (finandcial or otherwise) of Universal,
UGE or UEGL or (ii) the impairment of the ability of (A) Sempra to enforce its
rights and remedies under the Transaction Documents or (B) Universal, UGE or
UEGL to perform its respective obligations thereunder.

“Moody’s” means Moody’s Investors Service, Inc. or its successor.
“Net Settlement Amount” shall have the meaning set forth in Section 11.3.

“New Supplier Guaranty” shall have the meaning assigned to it in
Section 10.2(c).

“Nomination Notice” shall have the meaning set forth in Section 3.1(a).
“Non-Defaulting Party” shall have the meaning set forth in Section 11.1.
“Non-Performing Party” shall have the meaning set forth in Section 11.4.
“Notional Exposure Amount” shall have the meaning set forth in Section 10.2(t).

“Organizational Documents” means, with respect to any Person, the certificate
of incorporation, charter, by-laws, certificate of limited partnership, partnership
agreement, certificate of formation, limited liability company agreement,
operaling agreement, joint venture agreement, or other similar organizational
instrument or document governing such Person.

“Outstanding Margin Amount” shall have the meaning set forth in Section 10.3.
“Parties” means Universal and Sempra and “Party” means either one of them.
“Parforming Party” shall have the meaning set forth in Section 11.4.

“Permitted Liens” means following types of Liens (excluding any Lien expressly
prohibited by any applicable terms of any of the Transaction Documents):

(a) Liens for taxes, assessments or governmental charges or claims the
payment of which is not, at the time, required by Section 10.1(a);
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(b)

()

(d)

(e

3]

statutory Liens of landlords, statutory Liens of banks, statutory Liens of
carriers, warehousemen, mechanics, repairmen, workmen and
materialmen, and other Liens imposed by law, in each case incurred in the
ordinary course of business (i) for amounts not yet overdue or (ii) for
amounts that are overdue and that (in the case of any such amounts
overdue for a period in excess of § days) are being contested in good faith
by appropriate proceedings, so long as (A)such reserves or other
appropriate provisions, if any, as shall be required by GAAP shall have
been made for any such contested amounts, and (B) in the case of a Lien
with respect to any portion of the Collateral, such contest proceedings
conclusively operate to stay the sale of any portion of the Collateral on
account of such Lien;

deposits made in the ordinary course of business in connection with
workers’ compensation, unemployment insurance and other types of
social security, or to secure the performance of statutory obligations, bids,
leases, government contracts, trade contracts, and other similar
obligations (exclusive of obligations for the payment of borrowed money),
so long as no foreclosure, sale or similar proceedings have been
commenced with respect to any portion of the Collateral on account

thereof;

licenses, leases or subleases granted to third parties in accordance with
any applicable terms of the Collateral Documents and not interfering in
any material respect with the ordinary conduct of the business of
Universal or resulting in a material diminution in the value of any
Collateral as security for the obligations secured pursuant to the Security
Agreement;

easements, rights-of-way, restrictions, encroachments, and other minor
defects or irregularities in title, in each case which do not and will not
interfere in any material respect with the ordinary conduct of Universal’s
business or result in a material diminution in the value of any Collateral as
security for the obligations secured pursuant to the Security Agreement;

any (i)interest or title of a lessor or sublessor under any lease not
prohibited by this Agreement, (ii) Lien or restriction that the interest or
title of such lessor or sublessor may be subject to, or (iii) subordination of
the interest of the lessee or sublessee under such lease to any Lien or
restriction referred to in the preceding clause (i), so long as the holder of
such Lien or restriction agrees to recognize the rights of such lessee or
sublessee under such lease;
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(g)  Liens arising from filing financing statements relating solely to leases not
prohibited by this Agreement;

(h) any zoning or similar law or right reserved to or vested in any
governmental office or agency to control or regulate the use of any real

property;
()  Liens granted pursuant to the Collateral Documents;

() Liens securing obligations (other than obligations representing
Indebtedness for borrowed money} under operating, reciprocal easement
or similar agreements entered into in the ordinary course of Universal’s

business;

(k) Liens created in connection with secured debt in aggregate not to exceed
$50,000, created or assumed to finance any part of the purchase price of
tangible personal property; and

{1 a single Silent Second Lien created by Universal in accordance with
Section 10.2(c) (with a third-party commodity supplier to a New Supply
Affiliate as the holder of such Silent Second Lien) after June 30, 2010 to
secure the obligations of Universal arising under a New Supplier
Guaranty.

“Person” means a natural person, partnership, limited partnership, limited
liability partmership, corporation, limited liability corporation, unlimited liability
company, joint stock company, trust, unincorporated association, joint venture or
other entity or Governmental Entity, and pronouns have similarly extended
meaning.

“Proceeding” means any action, suit, proceeding (whether administrative,
judicial or otherwise and including any regulatory proceeding), governmental
investigation or arbitration.

“Replacement Price” shall have the meaning assigned to it in Section 11.4(c).

“S&P"” means Standard & Poor’s, a division of The McGraw-Hill Companies,
Inc., or its successor.

“Sales Price” shall have the meaning assigned to it in Section 11.4(c).

“Schedule” means the act of Sempra, Universal or any relevant Transporter
notifying, requesting and confirming in writing to each other the quantity of Gas
to be delivered pursuant to this Agreement on any Business Day.
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“Securities” means:

{a) a document that is (i} issued in bearer, order or registered form, (i) of a
type commonly dealt in upon securities exchanges or markets or
commonly recognized in any area in which it is issued or dealt in as a
medium for investment, (iii) one of a-class or series or by its terms is
divisible into a class or series of documents, and (iv) evidence of a share,
participation or other interest in property or in any enterprise or is
evidence of an obligation of the issuer and includes an uncertificated
security; and

(b)  ashare, participation or other interest in a Person.

“Security Agreement” means that certain Security Agreement dated as of July
14, 2005, as amended from time to time, between Sempra and Universal.

“Settlement Amount” shall have the meaning set forth in Section 11.3 hereof.

“Silent Second Lien” means a Lien that is second in priority (aside from
statutory liens) to the security interest of a First Priority Lien-holder and in
respect of which the holder thereof has agreed to, among other things, certain
restricions on the exercise of its rights by entering into an intercreditor
agreement with the relevant pledgor and the holder of the First Priority Lien,
which agreement shall be substantially similar to the intercreditor agreement
attached hereto as Annex 1.

“Subsidiary”, with respect to any Person, means any corporation, partnership,
trust, limited liability company, association, joint venture or other business entity
of which more than 50% of the total voting power of shares of stock or other
ownership interests entitled (without regard to the occurrence of any
contingency) to vote in the election of the members of the board of directors or
similar governing body is at the time owned or controlled, directly or indirectly,
by that Person or one or more of the other Subsidiaries of that Person or a

combination thereof.
“Taxes” shall have the meaning set forth in Section 4.1 hereof.
“Termination Event” shall have the meaning set forth in Section 11.1 hereof.

“Terra” means Terra Grain Fuels Inc., a corporation organized under the laws of
Canada.

“Transaction” means the transactions contemplated in this Agreement.
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“Transaction Documents” means this Agreement and all confirmations
evidencing the terms of Gas Transactions hereunder, the Collateral Documents
and each other agreement that may be entered into by the parties hereto in
connection with the Transaction (in each case, as such agreement may be
amended, restated, modified or otherwise supplemented on or after the date
hereof).

“Transporter” means a natural gas pipeline company through the facilities of
which Gas to be purchased or sold hereunder is delivered, received or stored.

“Transportation Costs” means Transporter demand and capacity charges and all
the variable costs incurred by Sempra as principal or agent for delivering or
storing Gas in accordance with this Agreement, including fuel shrinkage or
losses, commodity costs and any other charges made in accordance with any
relevant tariffs approved by the applicable Governmental Entity.

“UEGL"” means Universal Energy Group Ltd., a Canada Corporation and the
ultimate parent of Universal.

“UEGL Guarantee” means the unlimited guarantee to be delivered by UEGL to
Sempra on the Closing Date in the form of Exhibit A hereto.

“UEGL Pledge Agreement” means the securities pledge agreement to be
delivered by UEGL to Sempra on the Closing Date in the form of Exhibit B

hereto.

“UEGL’s Counsel” means Burnet, Duckworth & Palmer LLP.

“UGE” means Universal Gas & Electric Corporation, a corporation organized
and existing under the laws of Delaware, and a wholly-owned subsidiary of

Universal.

“UGE Agreement” means that certain Natural Gas Purchase and Sale
Agreement dated as of February 2, 2007, as amended from time to time, between

UGE and Sempra.

“Universal Agreements” means this Agreement and the Universal Swap
Agreement.

“Universal Swap Agreement” means that certain Amended and Restated
Electricity Swap Master Agreement dated as of February 2, 2007, as amended
from time to time, between Universal and Sempra.

“Universal’s Counsel” means Michael Silver.

-13-




1.2  References
()  References in this Agreement to “this Agreement”, “hereof”, “hereto” or
“hereunder” and similar expressions mean and refer to this Agrcement
and not to any particular provision of this Agreement and includes every
instrument supplemental or ancillary thereto.

() References in this Agreement to Articles or Sections are to Articles or
Sections in or to this Agreement, unless otherwise stated.

()  References to “including” means including, without limitation, and
“includes” and other derivatives thereof shall have corresponding
meanings.

(dd In computétion of periods of time in this Agreement from a specified date
to a later specified date, the word “from” means “from and including”
and the words “to” and “until” cach means “to but excluding”.

(&)  References to the Original Supply Agreement in any other agreement
entered into prior to the effectiveness of this Agreement, including in any
of the Transaction Documents or in any Nomination Notice or other
confirmation evidencing a Gas Transaction, shall, after the Closing Date,
be deemed to be a reference to this Agreement.

1.3  Headings and Division

The division of this Agreement into Articles and Sections and the provision of
headings in this Agreement are inserted for convenience of reference only and shall not
affect the construction or the interpretation of this Agreement.

14 Included Words

In this Agreement, words importing the singular shall include the plural and vice
versa and words importing gender shall include the masculine, feminine and neuter
genders, all as may be applicable by the context.

1.5  Conflict between this Agreement and any Confirmation

In the event of a conflict between the terms and conditions of this Agreement and
the terms and conditions of any Gas Transaction, as may be evidenced by a
confirmation, the provisions in the confirmation shall govern except with respect to
matters described in Articles 11 and 12 hereof in respect of which the provisions in this
Agreement shall govern.

1.6  References to Agreements or Statutes

Any reference in this Agreement to an agreement shall, unless the context
otherwise requires, mean and refer to such agreement as modified, amended, restated
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or supplemented from time to time, and a reference o any statute is a reference to that
statute and any regulations made pursuant thereto as re-enacted, varied, amended,
modified, supplemented or replaced from time to time.

1.7  Currency; Unit Conversions

All references to currency in this Agreement are deemed to mean currency of
Canada. For the purpose of any conversion of gigajoules to MMBTus required herein,
1.053 gigajoules shall equal one MMBtu.

ARTICLE 2
PURCHASE AND SALE OF NATURAL GAS

21  Nature of the Agreement

This Agreement establishes standard, binding terms and conditions governing
all Gas Transactions between Sempra, as seller of Gas, and Universal, as buyer of Gas.
Each Gas Transaction (including any Gas Transaction originally entered into under the
Original Supply Agreement) shall constitute a part of this Agreement and all Gas
Transactions, together with this Agreement and the Transaction Documents (which are
hereby incorporated herein in their entirety by reference) shall constitute a single
agreement. Bach such Gas Transaction is entered into in reliance on the fact that this
Agreement and all Gas Transactions entered into hereunder constitute a single
agreement. Any Teference contained herein, or in any other agreement or document
that is intended to refer to this Agreement or the Original Supply Agreement is hereby
deemed by the Parties to be a reference to this Agreement as supplemented by any Gas
Transactions and the provisions of the Transaction Documents. For the avoidance of
doubt, all Gas Transactions entered into under the Original Supply Agreement now
constitute a part of this Agreement and are now subject to the terms hereof.

22 Exclusive Supply - . ) _

Universal hereby agrees that Sempra will be Universal’s exclusive supplier of
Gas and that Universal will not purchase Gas from any other Person during the term of
this Agreement, except as permitted pursuant to Section 10.2(a).

2.3 Contract Quantity

Subject to provisions otherwise in this Agreement, each day during the term of
this Agreement, provided Sempra receives Universal's Nomination Notice in
accordance with the timing requirements set forth in Section 3.1, Universal shall
purchase and receive from Sempra, and Sempra shall sell and deliver to Universal, at
the Delivery Points specified with respect to any applicable Gas Transactions, the
quantity of Gas indicated with respect to that day in the Nomination Notices applicable
to that day (the “Contract Quantity”), as balanced by the relevant LDCs, to satisfy the
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requirements of Universal’s Customer Load for that day in accordance with the terms
and conditions of this Agreement.

24

25
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Contract Price

(a)

(b)

For each Gas Transaction hereunder that acts as a hedge of Sempra’s
market price risk with respect to a transaction in respect of Gas entered
into by Sempra with a third party on terms negotiated by Universal with
that third party and acceptable to Sempra (that gas transaction a “Sleeve
Transaction”), the Contract Price per gigajoule shall be equal to the sum
of the following amounts:

(i)  the fixed price actually paid or received by Sempra, per gigajoule,
under such Sleeve Transaction {the “Base Price”); plus

{ii)  all actual related risk management and delivery expenses incurred
by Sempra with respect to the Gas Transaction or the related Sleeve
TransacHon, including brokerage commissions, interest costs for
required cash margin or other collateral posted in connection with
the Gas Transaction or the related Sleeve Transaction, costs for
breaking and/or replacing any hedge, delivery charges, and similar
costs and expenses incurred by Sempra divided by the Contract
Quantity associated with such Transaction to determine the per
gigajoule amount of such costs, expenses and charges; plus

(iti) B of the Base Price.

For each Gas Transaction that does not act as a hedge of Sempra’s market
price risk with respect to a Sleeve Transaction, a price mutually agreed
between Universal and Sempra; provided that, when Universal requests
that Sempra offer a price quote in respect of such a proposed Gas
Transaction, Sempra shall act in good faith to offer a commercially
reasonable price based on Sempra’s assessment of the then-prevailing
market.

Firm Basis

All purchases and sales of Gas made pursuant to all Gas Transactions under this
Agreement shall be made on a firm basis in accordance with the operating tariff of each
applicable LDC.
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ARTICLE 3
NOMINATIONS

Gas Nomination

(a)

(b)

(©)

(d)

To make a purchase of Gas hereunder and to enable Sempra to make
Transporter nominations for Universal in accordance with the provisions
hereof, Universal shall provide to Sempra, in writing and at or prior to the
time specified, the following nominations (each a “Nomination Notice”):

(i) by 9:00am. EPT on the second to last Business Day prior to
physical Gas flow for the next ensuing delivery month, Universal’s
monthly baseload nomination for any Gas to be purchased by
Universal from Sempra for that next ensuing delivery month; and

(i) by 9:00 a.m. EPT on the Business Day prior to physical Gas flow for
any day during the term of this Agreement for which Universal
requires additional quantities of Gas from Sempra, Universal’s
nomination for Gas to be purchased by Universal from Sempra for
that day, which non-baseload purchases of Gas shall be for an
equal and rateable volume of Gas for each Gas Day until the next

Business Day.

Sempra shall perform all Transporter nominations for Universal based on
the Nomination Notice submitted by Universal to Sempra; provided that
Univerdal shall, to the extent necessary, perform all nominations behind
LDC Citygates.

Sempra will act as (i) Universal’s agent, or (ii) when required by a
particular Transporter and agreed to by Sempra (in Sempra’s sole
discretion), principal, in respect of Transporter capacity required to
service Universal’s Customer Loads. Accordingly, Universal will either
release Transporter capacity to Sempra, or appoint Sempra to act as
Universal’s agent in respect of all Transporter capacity held by Universal
on the Closing Date and at any time after the Closing Date so long as this
Agreement is in force. Universal will also provide to Sempra instructions
regarding any additional capacity required for monthly or seasonal
periods sufficient to enable Sempra to locate and acquire such capacity in
a timely and efficient manner. Sempra will then acquire such additional
Transporter capacity, as directed by and as agent for Universal, provided
that Universal has agreed to pay the demand charges with respect thereto.

Universal (the “Indemnitor”) hereby agrees to indemnify, defend, save

and hold harmless each of Sempra and any third party acting on Sempra’s
behalf, and each of their respective directors, officers, employees,
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shareholders, partners, counsel, auditors, accountants, agents, advisors
and other representatives and each of the heirs, executors, successors and
assigns of any of the foregoing (collectively, the “Indemnitee”), from and
against any and all losses, liabilities, fines, penalties, claims and actions of
any kind including reasonable legal fees and expenses and costs of court
and any imbalance or other penalties or charges imposed by any
Transporter or LDC (collectively, “Damages”) which are caused by, arise
from, are incurred in connection with or relate in any way to the services
described in clauses (b) and (c) of this Section 3.1 to be provided to
Universal by Sempra or any Indemnitee; provided, however, this
indemnity shall not apply to such Damages caused by the gross
negligence or willful misconduct of such Indemnitee.

3.2  Imbalance Penalties

Each Party shall notify the other Party as promptly as reasonably practicable of
any change in the quantity or rate at which such Party will be able to deliver or receive
Gas hereunder. The Parties agree to cooperate immediately to adjust the Gas
nominations as necessary to bring deliveries and receipts into balance so that penalties
are avoided or minimized as much as possible. Any imbalance between the quantity of
Gas Scheduled for delivery and received on any day and the quantity actually delivered
and received on that day shall be corrected as promptly as reasonably practicable, but
in no event later than the time required by the applicable Transporter’s tariff. Each
Party shall promptly notify the other Party of any notice it receives from a Transporter
of any imbalance or penalty. Universal shall be responsible for and, to the extent
necessary, shall reimburse Sempra for any imbalance penalties or costs other than
resulting from Sempra’s gross negligence or willful misconduct.

3.3  Transportation Costs

Universal shall be responsible for and, to the extent necessary, shall reimburse
Sempra for all Transportation Costs. Upon a written request made by Universal,
Sempra will provide Universal with documentary evidence of any Transportation
Costs.

ARTICLE 4
TAXES

41  Taxes Generally

Universal shall be responsible for all taxes and environmental costs, including
emission allowances, generation, gross receipts, excise, ad valorem, sales, transmission,
utility, Btu or energy, importation, goods and services, value added and similar or
different taxes and governmental charges, levies, licenses, fees, permits and
assegsments, or increases therein, imposed on or in respect of the purchase and sale of
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Gas hereunder (collectively “Taxes”). Both Parties shall use reasonable efforts to
administer this Agreement in accordance with their intent to minimize Taxes.

42 GST

The Contract Price does not include any amounts payable by Universal for the
good and services tax (“GST") imposed pursuant to the Excise Tax Act (Canada) or any
similar or replacerment value added or sale or use tax enacted under successor
legislation. Universal will pay Sempra the amount of GST payable for the purchase of
Gas in addition to all other amounts payable under this Agreement. Sempra will hold
the GST paid by Universal and will remit such GST as required by law. Universal and
Sempra will provide each other with the information required to make such GST
remittance or claim any corresponding input tax credits, including GST registration
numbers. In the event that any amount becomes payable pursuant {o this Agreement as
a result of a breach, modification or termination of this Agreement, the amount payable
ghall be increased by any applicable Taxes or GST remittable by the recipient in respect
of that amount.

ARTICLE 5
TITLE AND RISK

5.1  Title and Risk of Loss

Title to and risk of loss of Gas shall pass when such Gas is delivered from
Sempra to Universal at the Delivery Point. Sempra, before the Delivery Point, and,
Universal, at and after the Delivery Point, shall have exclusive control and possession of
such Gas and shall be responsible for any injury or damage caused thereby.

52 Warranties

Sempra warrants that it will transfer to Universal good title to Gas delivered
hereunder, free and clear of all liens, claims and encumbrances arising or attaching
prior to the Delivery Point and that the sale by Sempra is in compliance with all
applicable laws and regulations. SEMPRA DISCLAIMS ALL OTHER WARRANTIES,
EXPRESS OR IMPLIED, INCLUDING ANY WARRANTY OF FITNESS FOR A
PARTICULAR PURPOSE.

53 Indemnity

Sempra agrees to indemnify Universal and save Universal harmless from all
losses, liabilities or claims including reasonable legal fees and costs of court, from any
and all Persons, arising from or out of claims of title, personal injury or property
damage from said Gas or other charges thereon which attach before title passes to
Universal. Universal agrees to indemnify Sempra and save Sempra harmless from all
losses, liabilities or claims including reasonable legal fees and costs of court, from any
and all Persons, arising from or out of claims regarding payment, personal injury or
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property damage from said Gas or other charges thereon which attach after title passes
to Universal.

ARTICLE 6
PAYMENT TERMS

6.1 Invoices

Sempra shall deliver an invoice to Universal each calendar month. Each such
invoice shall itemize all amounts owed by Universal hereunder, including amounts
owed in connection with purchases of Gas during the previous calendar month, any
imbalance penalties or Transportation Costs and any other applicable charges;
provided, however, that any failure by Sempra to deliver an invoice to Universal shall
not in any way affect Universal’s obligation to pay such amounts or the timing of the .
payment of such amounts. If the actual quantity delivered is not known by the billing
date, billing will be prepared based on the quantity of Gas nominated by Sempra for
delivery. The invoiced quantity will then be adjusted to the actual quantity on the
following month’s invoice or as soon thereafter as actual delivery information is

available.

6.2 Payment Terms

Subject to Section 6.9, Universal shall pay Sempra the full amount of an invoice
delivered by Sempra to Universal on or before the Gas Settlement Date by wire transfer
of immediately available funds in United States dollars for Gas Transactions designated
in United States dollars and in Canadian dollars for Gas Transactions designated in
Canadian dollars to accounts designated by Sempra. If Universal, in good faith,
disputes the amount of any invoice or any part thereof, Universal shall notify Sempra of
the reasons for its dispute and provide supporting documentation with respect to the
amount disputed. Universal shall, nevertheless, pay the entire amount of the invoice
within the time specified in this Section 6.2 for payment. Any disputed amount which
is determined to be due to Universal shall be paid to Universal by Sempra within
10 days of the determination. Universal shall have no rights to dispute the accuracy of
any invoice or payment after a period of two (2) years from the date on which the first
invoice was delivered for a specified Transaction.

6.3  Interest

An entire invoice shall be paid when due. [f Universal fails to remit the full
amount payable by it when due, interest on the unpaid portion shall accrue from the
date due until the date of payment at a rate equal to the lesser of (i) overnight LIBOR,
plus two percent per annum, compounded monthly; or (ii) the maximum applicable
lawful interest rate.
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64  Payments on Termination

Notwithstanding anything contained herein to the contrary, all amounts due
hereunder shall become immediately due and payable upon the occurrence of a
Termination Event.

6.5 Payment Netting

Payments owing by each Party to the other Party on any day shall be netted so
that only the net amount shall be paid by the Party having the greater payment
obligation to the other Party on such day and only the net amount is considered to be
due and owing; provided that no payment required to be made pursuant to the terms of
any credit support document or agreement shall be subject to netting under this or any
other provision of the Agreement. Furthermore, Sempra shall have the right to set off
any amount owed by it to Universal under this Agreement or otherwise against any
amount owed by Universal to Sempra under this Agreement or otherwise.

6.6  General Provisions Relating to Payment

Any payments due and payable hereunder on a day which is not a Business Day
shall be due on the next Business Day. Any amount due hereunder shall be payable
immediately unless otherwise specified.

6.7  OtherRights

Each Party reserves to itself all rights, set-offs, counterclaims and other defences
which it is or may be entitled to at law. These rights shall extend to any amounts for
deliveries and receipts of Gas which have been completed but which have not been
reflected in an invoice.

6.8 Deposits from Lockbox

Each day from and after the Closing Date until such time as a Termination Event
occurs, Universal shall direct the Bank to deposit all amounts received in the Lockbox
into the applicable Blocked Accounts.

6.9  Withdrawals from Blocked Accounts

During the term of this Agreement, Universal shall not have the right to
withdraw funds from the Blocked Accounts. On the Gas Settlement Date for each
month, the Bank shall withdraw all funds from the Blocked Accounts and deposit such
funds in one or more accounts designated by Sempra from time to time. Sempra shall
promptly after receipt of such funds pay the funds as follows:

(a)  the funds shall first be paid in satisfaction of any accrued interest due to
Sempra pursuant to Section 6.3 or otherwise;

(b) the funds shall second be paid to settle any amounts due to Sempra by
Universal, incdluding any amount due pursuant to Section 6.2;
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()  the funds shall third be paid to Sempra in satisfaction of any Outstanding
Margin Amount; and

(d) any funds not paid pursuant to paragraphs (a) through (c) shall be paid
promptly to Universal.

Universal shall ensure that there are sufficient funds on deposit in the Blocked Accounts
to pay to Sempra ail amounts when due other than in respect of any Outstanding
Margin Amount.

ARTICLE?7
FORCE MAJEURE

71  Performance Excused

Except with regard to a Party’s obligation to make payments due hereunder, in
the event either Party hereto is rendered unable, wholly or in part, by Force Majeure to
carry out its obligations hereunder, it is agreed that, upon such Party’s giving notice
and full particulars of such Force Majeure event to the other Party as promptly as
reasonably practicable after the occurrence of the event relied on, the failure of a Party
to perform its obligations insofar as they are affected by such Force Majeure shall be
deemed not to be a breach of such obligations by that Party during the continuance of
such Force Majeure. The Parties shall make reasonable efforts to avoid the adverse
impact of a Force Majeure and to resolve the event or occurrence once it has occurred in
order to resume performance of its obligations under this Agreement.

7.2  Exclusions

Except as otherwise provided in any tariff of any Transporter applicable to any
delivery of Gas, Force Majeure specifically excludes: (i) loss of markets; (ii) regulatory
disallowance of the pass through of the costs of Gas or related costs; and (iii} increases
or decreases in the price of Gas. Furthermore, neither Party shall be entitled to the
benefit of this Article 7 under any or all of the following circumstances: (i) to the extent
that the inability was caused by the negligence of the party claiming relief; (ii) to the
extent the event constituting Force Majeure was intentionally initiated or intentionally
acquiesced in by the Party claiming relief for the purpose of allowing that Party to claim
Force Majeure; or (iii) if the inability was caused by a Party’s lack of funds.

7.3  Strikes

Notwithstanding anything to the contrary contained herein, the settlement of
strikes, lockouts or other industrial disturbances shall be entirely within the discretion
of the Party experiencing such disturbance, and the obligation of a Party to use
commercially reasonable efforts in restoring normal operating conditions shall not
require the settlement of strikes or lockouts by acceding to the terms of the opposing
Person when such is inadvisable in the discretion of the Party.
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ARTICLE 8
CONDITIONS PRECEDENT

Sempra’s Conditions
Sempra’s obligation to commence supplying Gas to Universal in accordance with

the amended and restated terms and conditions set forth in this Agreement is subject to
the satisfaction of the following conditions (the date of satisfaction of all such conditions
being referred to herein as the “Closing Date”):

- (a)

BT v11

(b)

{c)

The closing of the initial public offering of UEGL shall have occurred.

Universal shall have delivered to Sempra, or shall have arranged for the
relevant other Person named below to have delivered to Sempra, the
following, each, unless otherwise noted, dated the Closing Date:

(i) A Resolution of the directors of Universal or other Persons having
the power to direct or cause the direction of the management and
policies of Universal approving and authorizing the execution,
delivery and performance of this Agreement, certified as of the
Closing Date by the secretary of Universal as being in full force and
effect without modificaion or amendment;

(i) Signature and incumbency certificates of any officer of Universal
executing this Agreement;

(i)  Fully executed originals of:
(A) the UEGL Guarantee; and

(B) the UEGL Pledge agreement together with any share
certificates, share powers and other documents required to
be delivered in conjunction therewith;

each of which shall be in full force and effect; and

(C}  Such other documents, instruments, certificates and opinions
as Sempra may reasonably request.

Universal shall have delivered to Scmpra an Officer’s Certificate, in form
and substance satisfactory to Sempra, to the effect that all of the
representations and warranties of Universal set forth in Section 9.1 shall
be true and correct as of the Closing Date as though made as of such date
except to the extent that a representation and warranty is expressly made
as of an earlier date in which case such representation and warranty shall
be made as of such date (in each case determined assuming that there are
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(d)

(e}

®

no materiality or Material Adverse Effect qualifiers), that Universal shall
have performed in all material respects all agreements and satisfied all
conditions which this Agreement provides shall be performed or satisfied
by it on or before the Closing Date and that no event has occurred and is
continuing on the Closing Date which would constitute a Termination
Event.

Sernpra shall have received an originally executed copy of a favourable
written opinion of Universal’s Counsel, in form and substance reasonably
satisfactory to Sempra and its counsel, dated as of the Closing Date, as to
the authorization, execution and delivery of this Agreement, the
enforceability of the Transaction Documents, the absence of any conflicts,
and such other matters as Sempra may reasonably request (this
Agreement constituting a written request by Universal to such counsel to
deliver such opinions to Sempra).

Sempra shall have received an originally executed copy of a favourable
written opinion of UEGL’s Counsel, in form and substance reasonably
satisfactory to Sempra and its counsel, dated as of the Closing Date, as to
the formation and good standing of UEGL, the authorization, execution
and delivery of the UEGL Pledge Agreement and the UEGL Guarantee,
the enforceability of the UEGL Pledge Agreement and the UEGL
Guarantee, the absence of any conflicts, and such other matters as Sempra
may reasonably request (this Agreement constituting a written request by
Universal to UEGL’s counsel to deliver such opinions to Sempra).

Universal shall have obtained all authorizations of Governmental
Authorities and all consents, in each case that are necessary or advisable
in connection with this Transacton. Each such authorization or consent
shall be in full force and effect.

Sempra shall have received evidence satisfactory to it that Universal shall
have taken or caused to be taken all such actions, executed and delivered
or caused to be executed and delivered all such agreements, documents
and instruments, and made or caused to be made all such filings and
recordings (other than the filing or recording of items described in
clause (i) below) that may be necessary or, in the opinion of Sempra,
desirable in order to create in favour of Sempra a valid and (upon such
filing and recording) perfected First Priority security interest in the entire
Collateral. Such actions shall include the delivery to Sempra of the
following:

(i)  evidence satisfactory to Sempra in its sole discretion that that are
no Liens in the Collateral, other than (A) Permitted Liens and (B)
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any other Liens that Sempra shall have expressly consented to in
writing in the exercise of its sole discretion; and

(i) personal property registry financing statements and, where
appropriate, fixture filings, duly registered by Universal with
respect to all of the Collateral, with the Ontario Personal Property
Registry, Alberta Personal Property Registry and British Columbia
Personal Property Registry and any other jurisdictions in which it
would be necessary or, in Sempra’s opinion, desirable to file a
financing statement or fixture filing to perfect Sempra’s security
interest in the Collateral.

{h)  Sempra shall have received the quarterly budgets of Universal for each of
the quarters of 2007, and each such budget shall be in form and substance
satisfactory to Sempra in the exercise of its reasonable discretion as a
creditor of Universal supplying services subject to the payment and other
terms set forth in this Agreement.

(@) Sempra shall have received evidence satisfactory to it that no event shall
have occurred on or before the Closing Date that would constitute a
Termination Event hereunder, under the Universal Swap Agreement or
under the UGE Agreement if such event had occurred on or after the

Closing Date.

()  Sempra shall have been granted the right to appoint one director to the
board of directors of UEGL during the term of this agreement, such right
to be granted by way of a provision in the articles of UEGL through the
issuance to Sempra of a special voting share or otherwise in a manner
acceptable to Sempra in its sole discretion.

82  Waiver

The benefit of the conditions precedent set forth in Section 8.1 are for the sole and
exclusive benefit of Sempra and may, in whole or in part, be unilaterally waived by
Sempra at any time up to the Closing Date by written notice to Universal.

ARTICLE9
REPRESENTATIONS AND WARRANTIES

9.1  Universal's Representations and Warranties

Universal represents and warrants as of the date hereof, except to the extent that
a representation and warranty expressly relates to a specified date in which case such
representation and warranty shall be true and correct as of such date, as follows and
acknowledges that Sempra is relying on such representations and warranties:
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(a)

(b)

{c)

(d)

Universal is duly organized, validly existing under the laws of the
Province of Ontario. Universal has the full power and authority to own
and operate its properties, to carry on its business as now conducted and
proposed to be conducted and to execute and deliver this Agreement and
the other Transaction Documents and to perform its obligations hereunder
and thereunder. Universal has delivered to Sempra true and complete
copics of its Organizational Documents as amended and in effect.
Universal is qualified to do business and in good standing in every
jurisdiction where its assets are located and wherever necessary to carry
out its business and operations.

Universal does not own, directly or indirectly, any Equity Interest in any
Person other than UGE.

The execution, delivery and performance of the Transaction Documents
by Universal have been and remain duly authorized by all necessary
corporate action and do not and will not (i) contravene or violate any
provision of its Organizational Documents or, to the best of the
knowledge or belief of its senior officers, any law or regulation or any
order, judgment or decree of any court or Governmental Entity binding on
Universal, {ii) conflict with, result in a breach of, or constitute (with due
notice or lapse of time or both) a default under any Contractual Obligation
of Universal, (iii) result in, or require the creation or imposition of, any
Lien upon any of the properties or assets of Universal (other than Liens
created under the Transaction Documents in favour of Sempra), or (iv)
require any approval of shareholders or any approval or consent of any
Person under any Contractual Obligation of Universal, except for such
approvals or consents which will be obtained on or before the Closing
Date and have been disclosed in writing to Sempra.

Except to the extent such failure could not reasonably be expected to
result in a Material Adverse Effect, and to the best of the knowledge or
belief of its senior officers, after reasonable inquiry, all governmental or
regulatory consents, authorizations, approvals, registrations and
declarations required for the due execution, delivery and performance of
this Agreement and the other Transaction Documents by Universal have
been obtained from or, as the case may be, filed with the relevant
Governmental Authorities having jurisdicion over Universal and remain
in full force and effect, and all conditions thereof have been duly complied
with and no other action by, and no notice to or filing with, any
Governmental Entity having jurisdiction is required for such execution,
delivery or performance of this Agreement or the other Transaction
Documents by Universal.
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(e)

(0

(g

(h)

This Agreement and the other Transaction Documents constitute the legal,
valid and binding obligations of Universal, enforceable against Universal
in accordance with their terms, except as enforcement hereof or thereof
may be limited by applicable bankruptcy, insolvency, reorganization or
other similar laws affecting the enforcement of creditors’ rights generally
or by general equity principles.

Universal has (i) good and suffident legal title to (in the case of fee
interests in real property), (ii) valid leasehold interests in (in the case of
leasehold interests in realty or personal property), or (iii} good title to (in
the case of all other personal property), all of its properties and assets, in
each case except for assets disposed of since the date of such financial
statements in the ordinary course of business. As of the Closing Date,
except for (i) the security interests created by the Security Agreement and
(ii) Permitted Liens, Universal owns the Collateral free and clear of any
Lien. Except as expressly permitted by this Agreement and such as may
have been filed in favour of Sempra relating to this Agreement, no
effective financing statement or other instrument similar in effect covering
all or any part of the Collateral is on file in any filing or recording office.

There are no Proceedings at law or in equity, or before or by any court or
other Governmental Entity that are pending or, to the knowledge of
Universal, threatened against or affecting Universal, UGE or UEGL or any
property of Universal, UGE or UEGL and that, individually or in the
aggregate, could reasonably be expected to result in a Material Adverse
Effect. None of Universal, UGE or UEGL is (i)in violation of any
applicable laws that, individually or in the aggregate, could reasonably be
expected to result in a Material Adverse Effect, or (ii) subject to or in
default with respect to any final judgments, writs, injunctions, decrees,
rules or regulations of any court or other Governmental Entity that,
individually or in the aggregate, could reasonably be expected to result in
a Material Adverse Effect.

All tax returns and reports of Universal required to be filed by it have
been timely filed, and all Taxes shown on such tax returns to be due and
payable and all assessments, fees and other governmental charges upon
Universal and upon its properties, assets, income, businesses and
franchises that are due and payable have been paid when due and
payable. Universal knows of no proposed tax assessment against it that is
not being actively contested by it in good faith and by appropriate
proceedings; provided that such reserves or other appropriate provisions,
if any, as shall be required in conformity with GAAP shall have been
made or provided therefor. Universal does not have any obligations with
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(i)

)

(k)

respect to Taxes past due and it has not entered into any other agreement
with respect to past due Taxes.

None of Universal, UGE or UEGL has any (and following the Closing
Date will not have any) Contingent Obligation, contingent liability or
liability for Taxes, long-term lease or unusual forward or long-term
commitment. To Universal’s knowledge, no cvent has occurred that has
resulted in or evidences, cither in any case or in the aggregate, a Material
Adverse Effect with respect to Universal, UGE or UEGL.

As of the Cloéing Date, (i) Universal has no Indebtedness other than
Indebtedness to Sempra; and (ii) Universal has no Hability or obligation
with respect to any commodity supplier other than Sempra.

Universal has not incurred any liability or obligation for any broker’s or
finder’s fee or commission in connection with this Agreement or the
Transaction Documents and the transactions contemplated hereby and
thereby. Universal hereby indemnifies Sempra against, and agrees that
Universal will hold Sempra harmless from, any claim, demand or Hability
for any such broker's or finder’s fees and any expenses (including
reasonable fees, expenses and disbursements of counsel) arising in
connection with any such claim, demand or liability to the extent that its
actions cause the representation made in the immediately preceding
sentence to be untrue.

ARTICLE 10
COVENANTS

101 Affirmative Covenants of Universal
In addition to the other covenants contained in this Agreement, Universal shall:

287650 w11

(@)

pay all Taxcs imposed upon Universal or any of its properties or assets or
in respect of any of its income, businesses or franchises before any penalty
accrues thereon, and all claims (including claims for labour, services,
materials and supplies) for sums that have become due and payable and
that by law have or may become a Lien upon any of its properties or
asscts, prior to the time when any penalty or fine shall be incurred with
respect thereto; provided that no such Tax or claim need be paid if it is
being contested in good faith by appropriate proceedings promptly
instituted and diligently conducted, so long as (i) such reserve or other
appropriate provision, if any, as shall be required in conformity with
GAAP shall have been made therefor and (ii) in the case of a Tax or claim
which has or may become a Lien against any of the Collateral, such
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(b)

(c)

(e}

proceedings conclusively operate to stay the sale of any portion of the
Collateral to satisfy such Tax or claim;

at all imes maintain a system of accounting established and administered
in accordance with sound business practices to permit preparation of
financial statements in conformity with GAAP;

maintain up-to-date and accurate business records concerning its
customers and its accounts receivable and maintain adequate back-up
records and disaster recovery facilities;

maintain with financially sound and reputable insurers adequate public
liability insurance, third party property damages insurance, business
interruption insurance and casualty insurance with respect to liabilities,
losses or damage in respect of its assets, properties and business, as may
be customarily carried or maintained under similar circumstances by a
corporation of established reputation engaged in similar businesses, in
each case in such amounts, with such deductibles, covering such risks and
otherwise on such terms and conditions as shall be customary for
corporations similarly situated within the industry. Each such policy shall
(a) name Semnpra as an additional insured thereunder as its interests may
appear and (b)in the case of each business interruption and casualty
insurance policy, contain a loss payable clause or endorsement,
satisfactory in form and substance to Sempra, that names Sempra as the
loss payee thereunder for any covered loss and provides for at least
30 days prior written notice to Sempra of any modification or cancellation

of such policy;

except for an agpregate outstanding long position in Gas maintained by
Universal comprised of Gas purchases with individual tenors of up to five
successive years maintained in respect of marketing programs that, when
aggregated with any such outstanding long positions in Gas similarly
“iintained by UGE and any other Affiliate of Universal, shall not exceed
& -icf per year, maintain a matched trading book such that at all times (i)
for any fixed price purchase by it of a volume of Gas, there is a fixed price
sale by it of an equal volume of Gas with the same delivery timing and at
either the same delivery point or at another delivery point that is also
acceptable (at no additional cost) to the relevant LDC that will be
delivering such Gas to the Universal customers for whom such Gas was
purchased and (ii) for any floating price purchase by it of a volume of Gas
there is a floating price sale of an equal volume of Gas by it at the same
delivery location, with the same delivery liming and with a price based on
the same pricing index;
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(8)

permit any authorized representatives designated by Sempra to visit and
inspect any of Universal’s properties, to inspect, copy and take extracts
from its financial and accounting records, to inspect and audit its accounts
receivable, and to discuss its affairs, finances and accounts with its officers
and independent public accountants (provided that Universal may, if it so
chooses, be present at or participate in any such discussion), all upon
reasonable notice and at such reasonable times during normal business
hours and as often as may reasonably be requested by Sempra. Without
limiting the foregoing, Sempra shall have the authority to conduct from
time to time and in a reasonable manner an audit of the books and records
of Universal for the purpose of determining whether Universal has
appropriately instructed all LDCs and other payors to make payments to
the Blocked Account or the Lockbox, as appropriate, and whether the
customers are in fact paying any of their payment obligations to
Universal;

deliver to Sempra:

(i) promptly upon any officer of Universal obtaining knowledge (A) of
any condition or event that constitutes a Termination Event
hereunder, under the UGE Agreement or under the Universal
Swap Agreement, (B) that any Person has given any nolice to
Universal or UGE or taken any other action with respect to a
claimed default or event or condition that would constitute a
Termination Event hereunder, under the UGE Agreement or under
the Universal Swap Agreement, (C) of any material condition or
event affecting Universal, UGE or UEGL or any of their respective
businesses, other than conditions or events of a general economic
nature, written notice of such condition, event or change;

(i)  as soon as available and in any event within 45 days after the end
of each month and 45 days after the end of each of the first three
Fiscal Quarters of each Fiscal Year, (A) the consolidated and
consolidating balance sheet of UEGL and Affiliates as at the end of
each such fiscal period, (B) the related statements of income and
shareholders’ equity and (C) the cumulative cash flows of UEGL
and Affiliates, for the related fiscal period from the beginning of the
then current Fiscal Year to the end of such fiscal period, setting
forth in each case, in comparative form, the corresponding figures
for the corresponding fiscal periods of the previous Fiscal Year, all
in reasonable detail and certified by the chief financial officer of
UEGL or Universal that they fairly present, in all material respects,
the financial condition of UEGL and Affiliates as at the dates
indicated and the results of its operations and its cash flows for the
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(iid)

(iv)

(v)

fiscal periods indicated, subject to changes resulting from audit and
normal year-end adjustments, and (D) a narrative report describing
the operations of UEGL and Affiliates in form reasonably
satisfactory to Sempra for each such fiscal period and for the fiscal
period from the beginning of the then current Fiscal Year to the end
of such fiscal period;

as soon as available and in any event within 90 days after the end
of each Fiscal Year commencing with the Fiscal Year ending
September 30, 2007, (A} the consolidated and consolidating balance
sheet of UEGL and Affiliates as at the end of such Fiscal Year and
the related statements of income, shareholders’ equity and cash
flows of UEGL and Affiliates for such Fiscal Year, setting forth in
each case in comparative form the corresponding figures for the
previous Fiscal Year, all in reasonable detail and certified by the
chief financial officer of Universal or UEGL, that they fairly present,
in all material respects, the financial condition of UEGL and
Affiliates, as at the dates indicated and the results of its operations
and its cash flows for the periods indicated, (B) a narrative report
describing the operations of UEGL and Affiliates in form
reasonably satisfactory to Sempra, and (C) in the case of such
financial statements, Sempra shall have the right to request an
audited financial report thereon performed by independent
chartered accountants of recognized national standing selected by
Universal or UEGL, which report shall be unqualified, shall express
no doubts about the ability of UEGL and all of its Affiliates to
continue as a going concern, and shall state that such finandal
statements fairly present, in all material respects, the financial
position of UEGL and Affiliates as at the dates indicated and the
results of its operations and its cash flows for the periods indicated
in conformity with GAAP applied on a basis consistent with prior
years (except as otherwise disclosed in such financial statements)
and that the examination by such accountants in connection with
such financial statements has been made in accordance with
generally accepted auditing standards;

as soon as available, and in any event within 10 days prior to the
beginning of each Fiscal Year, a budget for such Fiscal Year,
including projected consolidated statements of cash flows and
projected statements of income and expenses on a monthly basis;

as soon as available and in any event within two Business Days
before the beginning of each quarter, an operating budget for that
quarter, containing projected statements of income and
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(vii)

(viii)

(ix)

expenditures by line item in substantially the form of budget(s)
delivered on the Closing Date. Such budget (as may be delivered
from time to time in accordance with the provisions of this clause,
the “Budget”) shall (A) be prepared in good faith and based upon
reasonable assumptions, (B) be prepared on a basis consistent with
the operating budget delivered for such calendar year pursuant to
Section 10.1(g){iv) and the budget delivered pursuant to this
Section 10.1(g)(v) in respect of the preceding quarter, and reconcile
any material differences from such budgets, {C) provide for the
timely payment of all obligations to Sempra under the this
Agreement, (D) not project any expenditures greater than projected
cash flows including duly-approved cash calls from shareholder(s),
(E) provide for the timely payment of all Taxes, including all
federal, provincial and local withholding taxes, all sales and use
taxes and all gross receipts taxes and (F) be satisfactory to Sempra
in its reasonable discretion as a creditor of Universal supplying
services pursuant to this Agreement and as otherwise agreed
between the Parties on the payment and other terms set forth in

this Agreement;

promptly after request by Sempra, an accounts receivable aging
report and an estimate of Taxes due in respect of accounts
receivable for the previous calendar month then ended, certified by

an officer of Universal as true and correct;

as soon as available and in any event within 35 days following the
end of each calendar month, a churn report in form and substance
reasonably satisfactory to Sempra, certified by an officer of
Universal as true and correct, listing, by LDC, the amount and
location of all new customers of Universal and the amount of all
Persons who have ceased being customers of Universal during the
previous calendar month then ended;

as soon as available and in any event within 35 days following the
end of each Fiscal Year, a churn report in form and substance
reasonably satisfactory to Sempra, certified by an officer of
Universal as true and correct, listing, by LDC, the names and
locations of customers of Universal as of the end of such Fiscal

Year;

promptly upon a request made by Sempra, a report, certified by an
officer of Universal as true and correct, stating all accruals of then-
unbilled accounts receivable from the LDCs in respect of Gas
delivered and the estimated amounts of any imbalances at the end
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(h)

(i)

)

of that calendar month with all relevant LDCs (each such estimate
to be made in good faith and based on reasonable assumptions);

(x)  on each Business Day in respect of the previous calendar day, the
accounts receivable roll forward report in a form and in substance
reasonably satisfactory to Sempra stating by LDC the current aging
of accounts receivable, current sales, collections, adjustments and
ending balances of accounts receivable;

(xi) within five Business Days following the end of each calendar
month, and in a form acceptable to Sempra, an information matrix
of each LDC to which Universal is marketing as at the end of that
calendar month including: the number of customers per LDC, the
total monthly throughput by LDC, the percentage of monthly total
throughput by LDC, the pricing structure and percentage pricing
structure within each LDC, the margin per unit by pricing structure
per LDC, and the monthly average sales by LDC;

(xii) promptly after the request by Sempra, a compliance certificate in a
form approved by Sempra, acting reasonably; and

(xili) any other information reasonably requested by Sempra;

direct each customer and each other obligor, including master payors on
credit card receipts, UGE and the LDCs, to remit all payments owed by
such customer or payor as and when due to the Blocked Accounts, if such
payment is by wire transfer, or to the Lockbox, if such payment is by
cheque, and require that, except for any rights of set-off the LDCs may
have against Universal, all payments made by any such Person are made
without regard to any set-off rights such Person may have under any
other agreements with Universal;

hold any cheques or amounts otherwise received directly by Universal
from any customer or other Person in trust for Sempra and promptly
place or deposit such cheques or amounts otherwise received into the

Lockbox or directly to the Blocked Account;

promptly give natice to Sempra upon any officer of Universal becoming
aware of (a) the institution of, or non-frivolous threat of, any Proceeding
against or affecting Universal or any property of Universal not previously
disclosed in writing by Universal or (b) any material development in any
Proceeding that, in any case if adversely determined, has a reasonable
possibility of giving rise to a Material Adverse Effect;
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(k)

(m)

{n)

comply with the requirements of all applicable laws, rules and regulations
and orders of any Governmental Entity, non-compliance with which
could reasonably be expected to result in, individually or in the aggregate,
a Material Adverse Effect;

promptly take any such actions as Sempra may reasonably request to
insure that, at all times, Sempra is satisfied with Universal’s accounts
receivable and its arrangements with its customers and the LDCs
delivering gas to such customers, including, the payment directions made
to such customers and LDCs;

within 5 Business Days following the end of each calendar month (or
more frequently if requested by Sempra), provide Sempra with a report
for that calendar month, in form and substance reasonably satisfactory to
Sempra, setting forth (A)the name of each LDC that has provided
transportation or storage service to Universal since the date of the last
report provided to Sempra under this Section10.1(m) that was not
included in such last report, and (B) a list of all customers (in a digital or
other format) that arc invoiced or billed directly by Universal (and not
through a LDC}; and

without limitation, comply with the terms hereof, including the margin
provisions set forth in Section 10.3.

Negative Covenants of Universal
Universal shall not:

(@)

directly or indirectly purchase Gas from any third party except for and
limited to the extent of (i) Gas purchased from an LDC for balancing
purposes, (i) Gas purchased as a result of Sempra’s failure to meet a
delivery obligation hereunder, and (iii) Gas purchased as a result of the
occurrence of an event of Force Majeure; provided, that, except for fixed
price purchases made for the balance of the then-current month made
under the circumstances described in Sections 10.2(a)(ii) and (iii), under
no circumstances shall Universal purchase Gas from any third party at a
fixed price; and, provided, further, that, nolwithstanding anything herein to
the contrary, Universal and UGE may sell Gas to_the other, in an
aggregate amount not exceeding the lesser of (i) gigajoules per
Contract Year or (i) gJliBof the aggregate forecasted Customer Load per
Contract Year of whichever of Universal or UGE has the higher aggregate
Customer Load at the relevant time, in circumstances where the selling
party has an undesired long position in Gas and the purchasing party has
an undesired short position in Gas and such purchase would not cause
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(b)

(©)

Universal to be in default with respect to any of the other terms hereof or
cause UGE to be in default under the terms of the UGE Agreement.

directly or indirectly enter into any swap, option or other financially or
physically settled derivative transaction with any third party;

directly or indirectly, create, incur, assume, or guaranty, or otherwise
become or remain directly or indirectly liable with respect to, any
Indebtedness or directly or indirectly, create or become liable with respect
to any Contingent Obligation except to the extent expressly permitted by
Sempra in writing; prcrmded that, notwithstanding anything herein to the
contrary, after e ® Universal may issue to one third-party that
will act as both Gas supplier and Electricity Swap counterpart to a New
Supply Affiliate (as defined below), a guaranty (a “New Supplier
Guaranty”) of any Indebtedness which arises under a Gas supply and
Electricity Swap arrangement with such third-party where (i) such third-
party has committed under such Gas supply and Electricity Swap
arrangement to supply Gas and enter into Electricity Swaps in respect of
the full customer load requirements of such New Supply Affiliate for a
period of time that extends beyond the date on which Universal shall be
required to have satisfied all of Universal’s payment and other obligations
to Sempra hereunder, (ii) such New Supply Affiliate has simultaneously
issued a guaranty, satisfactory to Sempra, to Sempra of the Secured
Obligations (as such term is defined in the Security Agreement) of
Universal to Sempra and (iil) such New Supply Affiliate has created in
favour of Sempra, pursuant to such documentation as shall be satisfactory
to Sempra, a Silent Second Lien over all of its property and undertaking,
then-owned or thereafter acquired and any proceeds thereof, and any
property or undertaking in which it then has or thereafter acquires an
interest and any proceeds thereof Notwithstanding the previous
sentence, in the event that Sempra, upon a request made by Universal,
notifies Universal in writing that it is reasonably satisfied that Universal
has obtained, or will obtain, from one or more third-parties, a Non-
Leveraged Commitment (as defined below) to supply Gas in respect of the
full customer Gas load requirements of a New Supply Affiliate for a
period of time that extends beyond the date on which Universal shall be
required to have satisfied all of Universal’s payment and other obligations
to Sempra hereunder, Universal shall be permitted to issue a New
Supplier Guaranty to one third-party that will act only as Electricity Swap
counterpart to such New Supply Affiliate so long as the other
requirements set forth in the previous sentence are met. A “New Supply
Affiliate” is an Affiliate of Universal that is not a Subsidiary of Universal
or UGE, that is formed to actively market Gas and/or electric energy to
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(d)

()

(H

end-use customers, and that actively engages in such marketing, and with
which Sempra has no commodity supply or other obligations. A “Non-
Leveraged Commitment” is a commitment from one or more third-party
Gas suppliers to supply Gas to a New Supply Affiliate without the need
for Universal to guaranty or otherwise become or remain liable with
respect to, or grant any Lien over its property as collateral security for, or
otherwise credit support, the obligations and Indebtedness of such New
Supply Affiliate.

except to the extent expressly permitted by Sempra in writing, directly or
indirectly, create, incur, assume or permit to exist any Lien on or with
respect to any property or asset of any kind (including any document or
instrument in respect of goods or accounts receivable) of Universal,
whether now owned or hereafter acquired, or any income or profits
therefrom, or file or permit the filing of, or permit to remain in effect, any
financing statement or other similar notice of any Lien with respect to any
such property, asset, income or profits under any recording or notice
statute, except for (i) Permitted Liens and (ii) security deposits with LDCs
in accordance with industry practice and guidelines;

except to the extent expressly permitted by Sempra in writing, enter into
any agreement prohibiting the creation or assumption of any Lien upon
any of its properties or assets, whether now owned or hereafter acquired,
except with respect to specific property encumbered to securc payment of
particular Indebtedness permitted hereby or to be sold pursuant to an
executed agreement with respect to an Asset Sale permitted hereby;

except to the extent expressly permitted by Sempra in writing, directly or
indirectly, make or own any Investment in any Person, including any joint
venture, or acquire, by purchase or otherwise, all or substantially all the
business, property or fixed assets of, or capital stock or other ownership
interest of any Person, or any division or line of business of any Person, or
acquire any Subsidiary, unless immediately prior to making any such
Investment, (i) the Held Margin Amount is equal to the Current Margin
Amount as calculated by Sempra on the most recent Margin
Determination Day, (ii) the Held Margin Amount in respect of the UGE
Agreement is equal to the Current Margin Amount under the UGE
Agreement as calculated by Sempra on the most recent Margin
Determination Day in accordance with the UGE Agreement, and (iii) the
Held Margin Amount in respect of the Universal Swap Agreement is
equal to the Current Margin Amount under the Universal Swap
Agreement as calculated by Sempra on the most recent Margin
Determination Day in accordance with the Universal Swap Agreement;
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provided, that Universal may, at any time, make and own Investments in
Cash Equivalents;

alter ils corporate, capital or legal structure (other than to establish a
Subsidiary in connection with an Investment), or enter into any
transaction of merger or consolidation, or liquidate, wind-up or dissolve
itself (or suffer any liquidation or dissolution), or convey, sell, lease or
sub-lease (as lessor or sublessor), transfer or otherwise dispose of, in one
transaction or a series of transactions, all or any part of its business,
property or assets (including its notes or receivables), whether now
owned or hereafter acquired, without the prior written consent of Sempra;

directly or indirectly, enter into or permit to exist any iransaction
(including the purchase, sale, lease or exchange of any property or the
rendering of any service) with any holder of 5% or more of any class of
equity Securities of Universal or with any Affiliate of Universal or of any
such holder, on terms that are less favourable to Universal than those that
might be obtained at the time from Persons who are not such a holder or
Affiliate; provided that, the foregoing restriction shall not apply to
reasonable and customary fees paid to members of UEGL’s or Universal’s
board of directors or salaries paid to the shareholders of Universal who
are employees of Universal if such salaries are consistent with the salaries
paid on a historical basis to such shareholders and salaries paid at that
time to the employees of Universal who are not shareholders of Universal;

except as otherwise expressly permitted by Sempra in wrifing, (i) during
the first two years after the IPO Date, declare or pay any dividends (other
than in stock) or return any capital to its shareholders or authorize or
make any other distribution, payment, or delivery of property or cash to
its shareholders as such, or redeem, retire, purchase or otherwise acquire,
directly or indirectly, for a consideration, any shares of any dass of its
capital stock, now or hereafter outstanding (or any warrants or options or
stock appreciation rights in respect of any such shares), or set aside any
funds for any of the foregoing purposes, or purchase or otherwise acquire
for consideration any shares of any class of capital stock of Universal now
or hereafter outstanding (or any options or warrants or stock appreciation
rights issued with respect thereto) (any of the foregoing actions, a
“Dividend Event”) and (ii) after the second annual anniversary of the IPO
Date, cause any Dividend Event to occur that would require a payment,
set-aside or distribution by Universal of an amount of cash, interests or
property with a current market value that exceeds 75% of the Free Cash
earned by Universal during such Contract Year; provided, that,
notwithstanding anything herein to the contrary, Universal shall not cause
any Dividend Event to occur (1) unless immediately prior to such
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Investment Dividend Event (a) the Held Margin Amount is equal to the
Current Margin Amount as calculated by Sempra on the most recent
Margin Determination Day, (b) the Held Margin Amount in respect of the
UGE Agreement is equal to the Current Margin Amount under the UGE
Agreement as calculated by Sempra on the most recent Margin
Determination Day in accordance with the UGE Agreement and (c) the
Held Margin Amount in respect of the Universal Swap Agreement is
equal to the Current Margin Amount under the Universal Swap
Agreement as calculated by Sempra on the most recent Margin
Determination Day in accordance with the Universal Swap Agreement or
(2) if a “Termination Event” has occurred and is continuing hereunder or
under the UGE Agreement or the Universal Swap Agreement;

except as permitted under Section 10.2(a) and subject to the other terms
hereof, directly or indirectly enter into any physically-settled Gas sale
transaction with any third parties involving a fixed price other than
where, prior to or contemporaneously with entering into any such
transaction, Universal shall enter into a transaction with Sempra that fully
hedges the price risk associated with such fixed-price transaction such
that such transaction with the third party will be profitable to Universal;
provided that Sempra’s decision to enter into any such hedging
transaction with Universal shall be made by Sempra in Sempra’s sole
discretion;

directly or indirectly sell Gas to any Person (other than those Persons to
which Sempra may agree in writing) that results in such Person’s Gas
purchases from Universal to be more than (i) g gigajoules for any day or

- (i) m in value for any 30-day period; provided, that Universal mai

not sell both Gas and electric energy to a single user of more ¢
gigajoules/day an@‘.\/IW/hour except as approved in advance by
Sempra’s credit department;

directly or indirectly enter into any Gas sales transactions with any Person
that consumes more than the maximum daily volume guaranteed by a
LDC without the prior written approval of Sempra after a formal credit
review by Sempra;

except to the extent expressly permitted by Sempra in writing after a
formal credit review by Sempra, directly or indirectly sell Gas to a third
party ather than an LDC or, to the extent permitted hereby, UGE, where
all of the ultimate purchaser’s purchase price of such Gas is not fully
guaranteed by an LDC;
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market or enter into financially- or physically-settled fransactions in
respect of Gas or electric energy in any jurisdiction without the prior
written consent of Sempra other than (i) Gas and electric energy in the
Province of Ontario, Canada, (ii) Gas in the Province of British Columbia,
Canada and (iii) Gas and electric energy in the Province of Alberta,
Canada; provided, that, prior to Universal marketing or entering into
financially- or physically-settled transactions in respect of Gas and/or
electric energy in any of Alberta, British Columbia or any other
jurisdiction in which Universal is not currently engaged in marketing
activity (each, a “New Jurisdiction”), (i) the board of directors of UEGL
shall first authorize the commencement of such activities in such New
Jurisdiction and (if) Universal shall obtain Sempra’s written confirmation
(that Sempra may reasonably withhold) that Sempra is satisfied that the
regulatory environment in such New Jurisdiction relating to the retail sale
of Gas and/or electric energy, as the case may be, is not, in Sempra’s
reasonable opinion, materially different than in the jurisdictions in which
Universal then-currently does business; and provided, further, that Sempra
may require that all Gas Transactions entered into between Sempra and
Universal to meet Universal’s Customer Load requirements in any New
Jurisdiction be hedges of Sleeve Transactions.

enter into financially- or physically-settled transactions in respect of Gas
or electric energy for a fixed price with a term of greater than five years;

enter into financially- or physically-settled fransactions in respect of Gas
or electric energy as purchaser for a fixed price of greater than

1 gigajoule or @/RVWh;

enter into new custorner contracts in any Contract Year if the sum of (i)

the number of Customer-Equivalents associated with all new customer

contracts entered into by Universal during such Contract Year and (ii) the

number of Customer-Equivalents associated with all new customer

contracts entered into by UGE during such Contract Year, would exceed
ey (“ustomer-Equivalents during such Contract Year;

take any action in furtherance of the type of actions described in clauses
(ii) through (viii) (inclusive) of Section 11.1{e} with respect to itself or its
assets, without first obtaining the prior written consent of Sempra;

purchase Gas hereunder or otherwise for any reason other than to serve
Universal’s actual or forecasted aggregate Customer Load; or

enter into any Gas sale transaction with a customer if, after giving effect to
the Gas Transaction that would be required hereunder in order to hedge
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the price risk associated with such Gas sale transaction, the amount
determined in accordance with the following frrmula (the “Notfional
Exposure Amount”) would equal or exceed % :

(1)  First, for each Electricity Swap entered into by Universal, UGE and
any other Affiliate of Universal with Sempra, including pursuant to the
Universal Swap Agreement, determine of the product of:

()  the remaining notional quantity in respect of such Electricity
Swap (in MWh); multiplied by

(ii)  the fixed price payable by Universal or such Affiliate (as the
case may be) with respect to that Electricity Swap (in
$/MWh);

(2)  Second, determine the sum of the amounts calculated in accordance
with (1) above for all Electricity Swaps (such sum, the “Swap Exposure”);

(3)  Third, for each Gas sale transaction entered into by Universal, UGE
and any other Affiliate of Universal with Sempra, including pursuant to
this Agreement and the UGE Agreement (including the subject Gas
Transaction proposed lo be entered into by Universal), determine the

product of:

(i)  the remaining contract quantity of Gas to be delivered in
respect of such gas transaction {in GJ); multiplied by

(ii)  the contract price payable by Universal or such Affiliate (as
the case may be) with respect to that gas transaction (in
$/GJ);

(4)  Fourth, determine the sum of the amounts calculated for all gas
transactions in accordance with (3) above (such sum, the “Gas
Exposure”); and '

(5)  Fifth, determine the Notional Exposure Amount by calculating the
sum of the Swap Exposure plus the Gas Exposure.

10.3 Universal Margin Requirements

2WTES0 vil

(@)

Commencing on the second annual anniversary of the [PO Date, and on
the first Business Day of each calendar month occurring thereafter (each
such day, a “Margin Determination Day”), Universal will deliver to any
bank account that Sempra designates from time to time, by wire transfer
of immediately available funds, an amount in cash equal to any Required
Margin Amount (as defined below) hereunder. For the avoidance of
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doubt, Universal may also have an additional Required Margin Amount
due in respect of the Universal Swap Agreement and the UGE Agreement.

As used herein, “Required Margin Amount” shall be any amount by
which the Current Margin Requirement (as defined below) exceeds the
aggregate amount of cash margin previously delivered by Universal to
Sempra that Sempra has not returned to Universal (the “Held Margin
Amount”), as calculated by Sempra, Universal's “Current Margin
Requirement” shall be calculated by Sempra by determining the solution
to the following formula:

Current Margin Requirement = (3%
Where:

A= The aggregate remaining volume of Gas (in MMBtus) to be delivered
by Sempra to Universal in respect of all Gas Transactions hereunder with
respect to which the Contract Price for Gas is less than $7.50;

B= The aggregate remaining volume of Gas (in MMBtus} to be delivered
by Sempra to Universal in respect of all Gas Transactions hereunder with
respect to which the Contract Price for Gas is between $7.50 and $9.00
{(inclusive); and

C= The aggregate remaining volume of Gas {in MMBtus) to be delivered
by Sempra to Universal in respect of ali Gas Transactions hereunder with
respect to which the Contract Price for Gas is in excess of $9.00;

provided, that, if at any time of the determination thereof, the sum (such
sum being the “Aggregate Current Margin Requirement”) of (i) the
Current Margin Requirement of Universal hereunder, (i) the “Current
Margin Requirement” of Universal determined under the Universal Swap
Agreement, and (i) the “Current Margin Requirem7” =f UGE
determined under the UGE Agreement, shall be less than $% w{any
such shortfall, the “Aggregate Mazgin Shortfail”), the Current Margin
Requirement of each of Universal and UGE shall be increased by an
amount equal to such party’s Pro Rata Portion (as defined below) of such
Aggregate Margin Shortfall. A party’s “Pro Rata Portion” of an
Aggregate Margin Shortfall shall be determined by multiplying the
current Aggregate Margin Shortfall by a fraction, the numerator of which
is such party’s total Current Margin Requirement prior to the addition of
its Pro Rata Portion and the denominator of which is the Aggregate
Current Margin Requirement prior to the addition of any party’s Pro Rata
Portion.
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If on any Margin Determination Day, the Held Margin Amount exceeds
Universal’s Current Margin Requirement, Sempra shail, on such day,
return any such excess amount in cash to the Blocked Account for
application in accordance with Section 6.9.

Sempra shall hold ail cash delivered by Universal in respect of Universal’s
Current Margin Requirement as margin Collateral in accordance with the
terms of the Security Agreement. In accordance with the Security
Agreement, Universal grants to Sempra a lien and security interest in all
such margin Collateral, and all such margin shall constitute Collateral to
secure the “Secured Obligations” (as such term is defined in the Security
Agreement) -of Universal to Sempra. Sempra shall have the free and
unrestricted right to use and dispose of the margin Collateral and such
other rights and remedies with respect to the margin Collateral as are set
forth in the Security Agreement

All margin Collateral held by Sempra shall bear interest calculated on a
daily basis at overnight LIBOR as from time to time in effect, with the
amount of any interest accrued and unpaid payable on the Gas Settlement
Date in each month into the Blocked Account for application in
accordance with Section 6.9.

In the event that Universal fails to provide to Sempra all or any portion of
a Required Margin Amount when due, such shortfall shall constitute an
“Outstanding Margin Amount” and Sempra shall be entitled to apply
amounts deposited in the Blocked Account to reduce such Outstanding
Margin Amount in accordance with Section 6.9.

ARTICLE11
TERMINATION AND LIQUIDATION

111 Termination Events

For purposes of the Transaction Documents, on or after the Closing Date, a
“Termination Event” shall mean the occurrence of any of the following conditions or
events with respect to a Party (in which case such Party shall be the “Defaulting Party”
and the other Party shall be the “Non-Defaulting Party”):

287650 v11

(a)

any failure by it to pay any amounts due hereunder on or before the dates
specified for payment hereunder if not remedied within five Business
Days after receiving notice of that default from the Non-Defaulting Party;
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(c}

(d)

(e)

®

any representation, warranty, certification or other statement made by it
in any Transaction Document shall prove to be untrue in any material
respect on the date as of which such statement is made or deemed made;

with respect to Universal only, Universal shall default in the due
performance or observance by it of any covenant contained in Section 10.2

of this Agreement;

default in the due performance or observance by it of any other term,
covenant or agreement contained in the Transaction Documents other
than a default provided for in any other clause of this Section 11.1 and

Section 11.4 .and such default shall not have been remedied or waived - -

within five Business Days or receipt of notice of such default from the
Non-Defaulting Party;

it (i) becomes insolvent or is unable to pay its debts or fails or admils in
writing its inability generally to pay its debts as they become due;
(i) makes a general assignment, arrangement or composition with or for
the benefit of its creditors; (iii) institutes or has instituted against it a
proceeding sceking a judgment of insolvency or bankruptcy or any other
relief under any bankruptcy or insolvency law or other similar law
affecting creditors’ rights, or a petition is presented for its winding-up or
liquidation; (iv)has a resolution passed for its winding-up, offidal
management or liquidation (other than pursuant to a consolidation,
amalgamation or merger); (v) seeks or becomes subject to the appointment
of an administrator, provisional liquidator, conservator, receiver, trustee,
custodian or other similar official for it or for all or substantially all its
assets; (vi) has a secured party take possession of all or substantially all its
assets or has a distress, execution, attachment, sequestration or other legal
process levied, enforced or sued on or against all or substantially all its
assets; (vii) causes or is subject to any event with respect to it which, under
the applicable laws of any jurisdiction, has an analogous effect to any of
the events specified in clauses (i) to (vi) inclusive; or (viii) takes any action
in furtherance of, or indicating its consent to, approval of, or acquiescence
in, any of the foregoing acts;

with respect to Universal only, any order, judgment or decree shall be
entered against Universal decreeing the dissolution of Universal or any
money judgment is entered against Universal or an amount exceeding in
the aggregate $500,000 and such money judgment remains unsatisfied for
30 days following the date on which all appeal periods with respect to
such judgment have expired;
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with respect to Universal only, a Change in Control of Universal shall
have occurred;

_ with respect to Universal only, any conveyance, sale, iransfer or other

disposition of, in one transaction or a series of transactions, all or
substantially all of its business, property or assets, whether now owned or
hereafter acquired;

with respect to Universal only, if (i) any Transaction Document or any
provision of any Transaction Document, for any reason other than the
satisfaction in full of all obligations thereunder, shall cease to be in full
force and effect (other than in accordance with its terms), shall be
terminated or shall be dedared to be null and void, (if) Sempra shall not
have or shall cease to have a valid and perfected First Priority Lien in any
Collateral, except as permitted hereunder or under the Security
Agreement, purported to be covered by the Security Agreement, or
(iii) Universal shall contest the validity or enforceability of any
Transaction Document or any provision thereof in writing or deny in
writing that it has any further liability under any Transaction Document
or any provision thereof to which it is a party;

with respect to Universal only, if (i) the UEGL Guarantee, the UEGL
Pledge Agreement, or any provision of either such document, for any
reason other than the satisfaction in full of all obligations thereunder, shall
cease to be in full force and effect (other than in accordance with its
terms), shall be terminated or shall be declared to be null and void,
(ii) Sempra shall not have or shall cease to have a valid and perfected First
Priority Lien in any Securities pledged to Sempra pursuant to the UEGL
Pledge Agreement, (iii) UEGL shall contest the validity or enforceability of
the UEGL Guarantee or the UEGL Pledge Agreement or any provision
thereof in writing or deny in writing that it has any further liability
thereunder or any provision thereof to which it is a party, or {iv) either of
UEGL or UGE shall be the subject of an event specified in Section 11.1(e);

with respect to Universal only, there is, at any time, a material adverse
change in (i} the financial condition of Universal, UGE or UEGL (ii) the
collection of accoumts receivable by Universal, UGE or UEGL, or (iii) the
effectiveness of the arrangement concerning collateral (including as a
result of repudiation);

with respect to Sempra only, if Sempra Energy’s most recent credit rating
for its long-term senior, unsecured debt falls below the lower of BBB- by
S&P, or Baa3 by Moody’s, and Sempra does not provide to Universal
security in the form, amount and term reasonably specified by Universal
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within 5 Business Days of a request by Universal after such credit
downgrade;

with respect to Universal only, if at any time of the determination thereof
by Sempra 40% or more of the Notional Exposure Amount relates to Gas
purchase transactions and Electricity Swaps entered into by Universal,
UGE and any other Affiliate of Universal with Sempra to hedge the
commodity price risk associated with customers in the United States;

with respect to Universal only, if Universal or any of its Affiliates
including UGE shall fail to make any payment when due (or within any
applicable grace period) under any other agreement to which Universal or
any of its Affiliates is a party with Sempra (including the Universal Swap
Agreement and the UGE Agreement) or Universal or any of its Affiliates
shall otherwise defauit under any such agreement with Sempra or any
event shall have occurred as a result of any action or omission of
Universal or any of its Affiliates or any event relating to or affecting
Universal or any of its Affiliates or its, or their, property which shall give
Sempra the right to terminate any such agreement;

with respect to Universal only, at any time (i) the aggregate amount owed
by any single L.DC to Universal and any Affiliates of Universal including
UGE exceeds Sempra’s then current exposure limit for such LDC, or (ii)
any relevant LDC shall cease to guarantee customer payments (including
as a result of any action taken by Universal);

with respect to Universal only, Universal and/or any Affiliate of
Universal other than Terra, any Subsidiary of Terra or any shareholder of
UEGL, shall, in the aggregate, without the prior written consent of
Sempra, make direct or indirect contributions to, or Investments in, Terra
or any subsidiary of Terra, in an aggregate amount exceeding $20,000,000;

or

with respect to Universal only, Sempra shall not be permitted to appoint a
director to the board of directors of Universal.

11.2 Liquidation

Upon the occurrence of a Termination Event, the Non-Defaulting Party shall
have the right, in addition to any other remedies hereunder, to immediately, without
prior notice to the Defaulting Party, for so long as the Termination Event is continuing:

(@)

27650 »11

suspend its performance under the Gas Transactions then outstanding at
any time and from time to time; or

-45-

bty




(b)  liquidate and terminate the Gas Transactions then outstanding at any time
and from time to time and accelerate the payment of any amounts due in
respect hereof and thereof.

Upon any such liquidation and termination, the Non-Defaulting Party shall, forthwith
after such termination and liquidation, calculate, in a commercially reagsonable manner,
a Settlement Amount for this Transaction, including for each Gas Transaction
outstanding hereunder, as of the time of the termination hereof or as soon thereafter as
is reasonably practicable and a Net Settlement Amount; provided that this remedy of
liquidation and termination shall not be available when the Termination Event is a
failure to deliver or receive Gas and the Defaulting Party pays any sum due from it in
-accordance with Section 11.4. The Non-Defaulting Party shall use reasonable efforts to
give notice to the Defaulting Party that a liquidation pursuant to this Section 11.2 has
occurred before the close of business on the Business Day following such liquidation,
provided that failure to give such notice shall not affect the validity or enforceability of
the liquidation or give rise to any claim by the Defaulting Party against the
Non-Defaulting Party.

113 SetlementAmount - -~ -

As used herein, the term “Settlement Amount” shall mean the net of all losses
and costs {or gains), expressed in Canadian dollars, as calculated by the Non-Defaulting
Party in any commercially reasonable manner, which the Non-Defaulting Party incurs
as a result of a liquidation, pursuant to this Article 11, of this Transaction, including
each Gas Transaction entered into hereunder including the net of all losses and costs (or
gains) incurred by the Non-Defaulting Party as a result of the liquidation of each Gas
Transaction based upon the then-current replacement value thereof and, at the
Non-Defaulting Party’s option, but without duplication, the net of all losses and costs
which the Non-Defaulting Party incurs as a result of maintaining, terminafing,
obtaining or re-establishing any hedge or related ftrading positions.  The
Non-Defaulting Party shall set off (i) any Settlement Amounts that are due fo the
Defaulting Party, plus any margin or other Collateral which is cash or Cash Equivalents
then held by the Non-Defaulting Party, plus any amounts owing to the Defaulting Party
for Gas that has been delivered including Transportation Costs, plus (at the
Non-Defaulting Party’s election) any or all other amounts due to the Defaulting Party
by the Non-Defaulting Party (whether under this Agreement or otherwise and whether
or not then due) against (ii) any Settlement Amounts that are due to the Non-Defaulting
Party, plus any margin or other collateral which is cash or Cash Equivalents then held
by the Defaulting Party, plus any amounts owing to the Non-Defaulting Party for Gas
that has been delivered including Transportation Costs, plus (at the Non-Defaulting
Party’s election) any or all other amounts due to the Non-Defaulting Party by the
Defaulting Party (whether under this Agreement or otherwise and whether or not then
due), so that all such amounts shali be netted to a single liquidated amount payable by
one Party to the other Party (the “Net Settlement Amount”). The Net Settlement
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Amount shall be due and payable to or from the Non-Defaulting Party as appropriate.
A Party with a Net Settlement Amount payment obligation shall pay such amount to
the other Party within one Business Day of receipt from the Non-Defaulting Party of
notice of such calculation. In calculating any Settlement Amount and the Net
Settlement Amount, the Non-Defaulting Party shall discount to present value (in a
commercially reasonable manner based on rates for the applicable period) any amount
which would otherwise have been due at a later date (and shall be permitted to make a
reasonable estimate of any such amount) and shall add interest (at a rate determined in
the same manner) to any amount due prior to the date of the calculation. After the
occurrence of a Termination Event, the Defaulting Party shall be responsible for all costs
and expenses incurred by the Non-Defaulting Party as a result of the occurrence of such
Termination Event (including reasonable attorneys’ fees and disbursements).

114 Failure to Deliver or Receive Gas

Without limiting the rights of the Non-Defaulting Party under the provisions of
this Article 11 or otherwise, if either Party (the “Non-Performing Party”) shall fail to
deliver or receive any quantity of Gas as required under this Transaction, such Party
shall, as promptly as practicable, give notice of such default to the other Party (the
“Performing Party”) and the Performing Party shall be entitled to receive from the
Non-Performing Party an amount, payable {or offsct) on the next date a payment is due
from either Party, calculated as follows:

(a)  If Universal is the Non-Performing Party, then Universal shall be liable for
(i) the amount of any charges incurred by Sempra that Sempra would not
have incurred but for such failure by Universal and (i) if the Sales Price
(as defined below) is less than the Contract Price, the product of the
amount, if any, by which the Contract Price exceeds the Sales Price
multiplied by the amount by which the quantity received by the Universal
was less than the quantity Universal was required to receive.

(b) If Sempra is the Non-Performing Party, then Sempra shall be liable for
(i) the amount of any charges incurred by Universal that it would not have
incurred but for such failure by Sempra and (ii) if the Replacement Price
(as defined below) is greater than the Contract Price, the product of the
amount, if any, by which the Replacement Price exceeded the Contract
Price multiplied by the amount by which the quantity delivered by
Sempra was less than the quantity Sempra was required to deliver.

(c) The “Sales Price” shall be the price at which Sempra, acling in any
commercially reasonable manner, effects a resale of the Gas not received
by Universal or, absent such a resale, the market price for such quantity at
the relevant Delivery Point, as determined by Sempra in any commercially
reasonable manner. The “Replacement Price” shall be the price at which
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Universal, acting in any commercially reasonable manner, effects a
purchase of the Gas not delivered by Sempra or, absent such a purchase,
the market price for such quantity at the relevant Delivery Point, as
determined by Universal in any commercially reasonable manner.

115 Additional Rights; Limitation of Damages

A Party’s rights under this Article 11 are in addition to, and not in limitation or
exclusion of, any other rights which that Party may have (whether by agreement,
operation of law or otherwise). In no event shall either Party be liable to the other Party
for consequential, incidental, punitive, exemplary or indirect damages in tort, for
contract or otherwise; provided, that no remedy of liquidation or termination shall be
available when the Termination Event is a failure to deliver or receive Gas that is due
under this and the Non-Performing Party pays any sum due from it under Section 11.4.

ARTICLE12
INDEMNITY AND EXPENSES

12.1 Indemnity by Universal

Universal agrees to indemnify Sempra from and against any and all claims,
losses and liabilities in any way relating to, growing out of or resulting from this
Agreement and the Collateral Documents (including enforcement hercof and thereof),
except to the extent such claims, losses or liabilities result primarily from Sempra’s
gross negligence or wilful misconduct as finally determined by a court of competent
jurisdiction or as expressly set forth in the proviso to Section 11.5.

12.2 Costs and Expenses of Enforcement

Universal agrees to pay to Sempra upon demand in cash the full amount of all
costs and expenses (including the reasonable fees and expenses of its counsel and of any
experts and agents) that Sempra may incur in connection with (i) the exercise or
enforcement of any of the rights of Sempra under this Agreement and the other
Transaction Documents upon the occurrence of a Termination Event, (ii) the failure by
Universal to perform or observe any of the provisions of this Agreement and the other
Transaction Documents, or (iii) the custody, preservation, use of, or the sale of,
collection from, or other realization upon, any of the Collateral.

12.3 Costs and Expenses of Litigation

In the event of any litigation hereunder, the losing Party shall pay the prevailing
Party’s reasonable expenses, including attorneys fees, expert fees, and court costs, of
liigation and litigation preparation.
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12.4 Survival

The obligations of the Parties in this Article 12 shall survive the termination of
this Agreement and the discharge of the Parties’ other obligations under the Transaction
Documents.

ARTICLE 13
MISCELLANEOUS

13.1 Term and Termination of Obligation to Enter into Gas Transactions

The obligation of Sempra and Universal to enter into Gas Transactions shall
terminate on the earlier of (a) June 30, 2010 and (b) the date of termination, liquidation
and settlement by the Non-Defaulting Party pursuant to Article 11 after the occurrence
of a Termination Event. Subject to Section 12.4, the remaining terms of this Agreement
shall remain in full force and affect until the satisfaction by both parties of all of their
respective obligations hereunder and in respect of all Gas Transactions entered into
hereunder.

13.2 Amendments, etc.

No term or provision of this Agreement shall be amended, modified, altered,
waived, or supplemented except in a writing signed by the Parties hereto. Any such
waiver shall be effective only in the specific instance and for the specific purpose for
which it was given.

13.3 Notices

Any notice or other communication herein required or permitted to be given
shall be in writing and may be sent by facsimile or other mutually agreed electronic
means, by courier or by hand delivery and, unless otherwise specified herein, shall be
deemed to have been given when delivered in person or by courier service, or upon
receipt of a facsimile, to a Party at the following address or facsimile number or such
other address or facsimile number as shall be designated by such Party in a written
notice delivered to the other Party hereto:

(a)  For notices sent to Universal, to:

¢/ o Universal Energy Group Ltd.

25 Sheppard Avenue West, Suite 1605
Toronto, ON M2N 656

Attention: Mark Silver

Telephone: (416) 221-8998

Facsimile: (416) 221-4787
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(b)  For notices sent to Sempra with respect to matters other than operations,
to:

Sempra Energy Trading Corp.
58 Commerce Road

Stamford, CT 06902
Attention: General Counsel
Telephone: (203) 355-5510
Facsimile: (203) 355-5410

For notices sent to Sempra with respect to operations:

Sempra Energy Trading Corp.
58 Commerce Road
Stamford, CT 06902
Attention: Operations
Telephone: (203) 355-6630
Facsimile: (203} 355-5342

provided that if Universal wants to nominate any Gas or make a change to
the Scheduled Gas, Universal shall notify Sempra by facsimile at
403-269-8432 and confirm such notification by telephone at 403-750-2462.

13.4 Failure or Indulgence Not Waiver; Remedies Cumulative

No failure or delay on the part of Sempra or Universal in the exercise of any
power, right or privilege hereunder shall impair such power, right or privilege or be
construed to be a waiver of any default or acquiescence therein, nor shall any single or
partial exercise of any such power, right or privilege preclude any other or further
exercise thereof or of any other power, right or privilege. All rights and remedies
existing under this Agreement are cumulative to, and not exclusive of, any rights or
remedies otherwise available.

13.5 Severability

In case any provision in or obligation under this Agreement shall be invalid,
illegal or unenforceable in any jurisdiction, the validity, legality and enforceability of
the remaining provisions or obligations, or of such provision or obligation in any other
jurisdiction, shall not in any way be affected or impaired thereby unless such invalidity,
illegality or unenforceability materially impairs the economic benefit of protections
deemed by a Party from the Transaction, taken as a whole.

13.6 Confidentiality
Neither Party to this Agreement shall disclose the terms or conditions of this
Agreement or the Transaction to a third party (other than such Party’s employees,
lenders, counsel, accountants or advisors who need to know such information and have
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agreed to keep such terms confidential); except in order to comply with any applicable
law, regulation, or any exchange, control area or independent system operator rule or in
connection with any court or regulatory proceeding; provided, however, each such
Party shall, to the extent practicable, use reasonable efforts to prevent or limit the
disclosure. The Parties shalt be entitled to all remedies available at law or in equity to
enforce, or seek relief in connection with, this confidentiality obligation.

13.7 Recording

Each Party consents to the recording of all telephone conversations between its
employees and the employees of the other Party and agrees to obtain any necessary
consent of, and give notice of such recording to, its employees. Any such recordings
may be introduced as evidence in any legal proceeding to establish proof of any matter
relating to this Agreement.

13.8 Governing Law; Terms

THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF THE
PARTIES HEREUNDER SHALL BE GOVERNED BY, AND SHALL BE CONSTRUED
AND ENFORCED IN ACCORDANCE WITH, THE SUBSTANTIVE LAWS OF THE
PROVINCE OF ONTARIQ AND THE LAWS OF CANADA APPLICABLE THEREIN,
WITHOUT REGARD TO RULES ON CHOICE OF LAW.

139 Consent to Jurisdiction and Service of Process

ALL JUDICIAL PROCEEDINGS BROUGHT AGAINST UNIVERSAL OR
SEMPRA ARISING OUT OF OR RELATING TO THIS AGREEMENT, OR ANY
OBLIGATIONS HEREUNDER, MAY BE BROUGHT IN THE SUPERIOR COURT OF
JUSTICE OF ONTARIO. BY EXECUTING AND DELIVERING THIS AGREEMENT,
EACH OF SEMPRA AND UNIVERSAL, FOR ITSELF AND IN CONNECTION WITH
ITS PROPERTIES, IRREVOCABLY () ACCEPTS GENERALLY AND
UNCONDITIONALLY THE NON-EXCLUSIVE JURISDICTION AND VENUE OF
SUCH COURT; (II) WAIVES ANY DEFENSE OF FORUM NON CONVENIENS; (III)
AGREES THAT SERVICE OF ALL PROCESS IN ANY SUCH PROCEEDING IN ANY
SUCH COURT MAY BE MADE BY REGISTERED OR CERTIFIED MAIL, RETURN
RECEIPT REQUESTED, TO UNIVERSAL AT ITS ADDRESS PROVIDED IN
ACCORDANCE WITH SECTION 13.3; (IV) AGREES THAT SERVICE AS PROVIDED
IN CLAUSE (IlT) ABOVE IS SUFFICIENT TO CONFER PERSONAL JURISDICTION
OVER UNIVERSAL IN ANY SUCH PROCEEDING IN ANY SUCH COURT, AND
OTHERWISE CONSTITUTES EFFECTIVE AND BINDING SERVICE IN EVERY
RESPECT; (V) AGREES THAT THE OTHER PARTY RETAINS THE RIGHT TO SERVE
PROCESS IN ANY OTHER MANNER PERMITTED BY LAW OR TO BRING
PROCEEDINGS AGAINST [T IN THE COURTS OF ANY OTHER JURISDICTION;
AND (V1) AGREES THAT THE PROVISIONS OF THIS SECTION 13.9 RELATING TO
JURISDICTION AND VENUE SHALL BE BINDING AND ENFORCEABLE TO THE
FULLEST EXTENT PERMISSIBLE UNDER THE LAWS OF ONTARIO.
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13.10 Waiver of jury Trial

UNIVERSAL AND SEMPRA HEREBY AGREE TO WAIVE THEIR RESPECTIVE
RIGHTS TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED UPON
OR ARISING OUT OF THIS AGREEMENT. The scope of this waiver is intended to be
all encompassing of any and all disputes that may be filed in any court and that relate to
the subject matter of this Transaction, including contract claims, tort claims, breach of
duty claims, and all other common law and statutory claims. Universal and Sempra
acknowledge that this waiver is a material inducement for Universal and Sempra to
enter into a business relationship, that Universal and Sempra have already relied on this
waiver in entering into this Agreement and that each will continue to rely on this
waiver in their related future dealings. Universal and Sempra further warrant and
represent that each has reviewed this waiver with its legal counsel, and that each
knowingly and voluntarily waives its jury trial rights following consultation with legal
counsel. THIS WAIVER IS IRREVOCABLE, MEANING THAT 1T MAY NOT BE
MODIFIED EITHER ORALLY OR IN WRITING (OTHER THAN BY A MUTUAL
WRITTEN WAIVER SPECIFICALLY REFERRING TO THIS SUBSECTION AND
EXECUTED BY EACH OF THE PARTIES HERETO), AND THIS WAIVER SHALL
APPLY TO ANY SUBSEQUENT AMENDMENTS, RENEWALS, SUPPLEMENTS OR
MODIFICATIONS TO THIS AGREEMENT. In the event of litigation, this Agreement
may be filed as a written consent to a trial by the court. :

13.11 No Implied Representations or Warranties

EXCEPT AS EXPRESSLY SET FORTH HEREIN, SEMPRA EXPRESSLY
NEGATES ANY OTHER REPRESENTATION, WARRANTY OR CONDITION,
WRITTEN OR ORAL, EXPRESS OR IMPLIED, INCLUDING ANY
REPRESENTATION, WARRANTY OR CONDITION WITH RESPECT TO
CONFORMITY TO MODELS OR SAMPLES, MERCHANTABILITY, OR QUALITY
OR FITNESS FOR ANY PARTICULAR PURPOSE.

13.12 Entire Agreement

This Agreement contains the entire agreement between the Parties and
supersedes all prior oral or written communications or agreements relating to the
subject matter hereof, other than in confirmations between the Parties which shall be
iricorporated into this Agreement as confirmations hereunder.

13.13 Credit Support

The Gas Transactions described herein shall be marked-to-market and Universal
shall provide collateral to Sempra in accordance with the terms hereof and of the

Security Agreement.

13.14 Forward Contract

The parties to this Agreement acknowledge and agree that all Gas Transactions
constitute “forward contracts” within the meaning of Title I of the United States Code
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entitled “Bankruptcy” and “eligible finandial contracts” within the meaning of
Companies’ Creditors Arrangement Act (Canada) and the Bankruptcy and Insolvency Act
(Canada) (in any case, as amended, restated, replaced or re-enacted from time to time)
and will be treated similarly under and in all proceedings related to any bankruptcy,
insolvency or similar law {regardless of the jurisdiction of application or competence of
such law}) or any ruling, order, directive or pronouncement made pursuant thereto.

13.15 Assignment

Neither of the Parties shall assign this Agreement or its rights hereunder, in
whole or in part, without the prior written consent of the other Party, which consent
may be withheld in the exercise of the other Party’s sole discretion.

13.16 Counterparts

This Agreement may be executed in one or more counterparts and by different
Parties in separate counterparts, each of which when so executed and delivered shall be
deemed an original, but all such counterparts together shall constitute but one and the
same instrument; signature pages may be detached from multiple separate counterparts
and attached to a single counterpart so that all signature pages are physically attached
to the same document. In addition, facsimile copies of executed counterparts shall be
conclusively regarded for all purposes as originally executed counterparts pending the
delivering of the originals.

13.17 Enurement
This Agreement shall be binding upon and enure to the benefit of successors,
assigns, personal representatives and heirs of the respective Parties.

13.18 Non-Merger _

The provisions contained in this Agreement shall survive and shall not merge in
any conveyance, transfer, assignment, novation agreement or other document or
instrument issued pursuant to or in connection with this Agreement.

13.19 Amendment and Restatement

Universal and Sempra each acknowledges and agrees that this Agreement is
intended to be, shall be construed as and shall have effect as, a consolidation and
restatement of the Original Supply Agreement as further amended by amendments and
modifications to the Original Supply Agreement that are contained in this Agreement
and this Agreement, together with the other Transaction Documents and any
confirmations relating to the Gas Transactions hereunder, constitutes the entire
agreement between the parties with respect to the subject matter hereof. If and to the
extent that the provisions of this Agreement differ from the provisions contained in the
Original Supply Agreement, then the provisions of this Agreement shall prevail and all
persons shall for all purposes be entitled to treat this consolidation and restatement as
superseding and replacing the Original Supply Agreement. Notwithstanding anything
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to the contrary, however, the contract price of the remaining contract quantity of Gas to
be delivered in respect of each Gas Transaction entered into between Universal and
Sempra on or prior to the effective date of this Agreement, shall be the price as
determined by the provisions of the Original Supply Agreement in effect at the time
each such Gas Transaction was entered into and as set forth in any confirmation
evidencing each such Gas Transaction.

1320 Confirmation of Security
: Universal hereby confirms and agrees with Sempra that (i) for all purposes of the
Transaction Documents including the Security Agreement, Universal’s Secured
Obligations (as such term is defined in the Security Agreement) to Sempra include
Universal’s indebtedness, liabilities and obligations of any kind whatsoever which
Universal has incurred or may incur pursuant to or in connection with this Agreement
and (ii) any Collateral security granted by Universal to Sempra pursuant to the Security
Agreement or otherwise shall extend to and apply to this Agreement, remains in full
force and effect and is hereby ratified and confirmed by Universal in all respects.

IN WITNESS WHEREOF, Universal and Sempra have caused this Agreement to
be duly executed and delivered by their respective officers thereunto duly authorized as
of the date first written above.

UNIVERSAL

By:

Name: Nino Silvestri
Title:  Chief Operating Officer

SEMPRA ENERGY TRADING CORP.

By:

Name: Afarz /{’W
Title:  Vetd 7 vesltat
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AMENDED AND RESTATED
ELECTRICITY SWAP MASTER AGREEMENf
between
UNTVERSAL ENFRGY CORPORATION

and

SEMPRA ENERGY TRADING CORP.

Dated as of February 2, 2007
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AMENDED AND RESTATED

ELECTRICITY SWAP MASTER AGREEMENT

This Amended and Restated Electricity Swap Master Agreement (this
“Agreement”) is dated as of February 2, 2007 and entered into by and between:

UNIVERSAL ENERGY CORPORATION (“Universal”), an Ontario
corporation,

and

SEMPRA ENERGY TRADING CORP. (“Sempra”), a Delaware
corporation.

RECITALS

A.  Universal is a retail load aggregator and is in the business of supplying Electric
Energy to residential and commercial customers.

B. Universal and Sempra entered into that certain Electricity Swap Master
Agreement dated as of July 14, 2005 (as amended, the “Original Swap Agreement”)
pursuant to which Sempra agreed to act as Universal’s exclusive supplier of gas on the
terms and conditions set forth therein.

C.  Universal and Sempra now hereby agree to amend and restate the terms of the
Original Swap Agreement as set forth herein.

D.  Universal and Sempra are desirous of entering into Transactions subject to, and
to be governed by, the terms and conditions hereof and intend that any Transactions
entered into prior to the date hereof, including Transactions entered into under the
Original Swap Agreement, shall also be subject to, and governed by, the terms and

conditions hereof.

E. Universal has agreed to continue to secure all of its obligations to Sempra by the
grant of a First Priority security interest on substantially all of Universal’s Assets,
including all cash and Cash Equivalents, all accounts receivable and all deposit
accounts.

E. Universal has agreed that all payments from Universal’s customers and the
1.DCs making payments to Universal shall be continue to be paid to a specified lockbox
or by wire transfer to specified blocked accounts under the control of Sempra, from
which amounts shall be paid first to Sempra in satisfaction of payments due hereundler
and any excess amounts then paid to Universal.




In consideration of the premises and in order to induce Sempra to enter inlo the
Transaction with Universal and for other good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged by each of the Parties, Universal and
Sempra herebv agree as follows:

ARTICLE1
INTERPRETATION

Section 1.l  Definitions
In this Agreement, including the recitals to this Agreement, the following terms
have the meanings set forth below:

“Affiliate”, as applied to anv Person, means any other Person directly or indirectly
controlling, controlled by, or under common control with, that Person or that is related
to such Person by birth or marriage. For the purposes of this definition, “control”
(induding, with correlative meanings, the terms “controlling”, “controlled by” and
“under common control with”), as applied to anv Person, means the possession,
directly or indirectly, of the power to direct or cause the direction of the managemenl
and policies of that Person, whether through the ownership of voting securities or by
contract or otherwise.

“Asset Sale” means the sale by Universal io any Person of (i} substantially all of the
Assels of any division or line of business of Universal or (ii) any other Assets (whether
tangible or intangible) of Universal (other than {A) inventory sold in the ordinary
course of business and (B) any other assets fo the extent that the aggregate value of such
assets sold in any single transaction ot related series of transactions is equal to or less

than $50,000).

“ Assets” means, with respect to any Person, any property, asset or undertaking of such
Person, whether real or personal, tangible or intangible, of any kind and wherever
situated, whether naw owned or hereafter acquired.

“Bank” means The Bank of Nava Scotia and its successors.

“Base Price” has the meaning assigned to such term in Section 2.4.

“Blocked Accounts” means Canadian dollar deposit account 3 with
the Bank at the Bank’s Woodbridge, Ontario branch (branch number 55582), and when
required by Sempra, a United States dollar deposit account with the Bank at the Bank’s
Woodbridge, Ontario branch {branch number 33382), which accounts shall be in the
name of Universal but subject to the control of Sempra in accordance with the Blocked

Account Agreement.

“Blocked Account Agreement” means that certain Blocked Account Agreement dated
as of July 14, 2005 among Universal, Sempra and the Bank.

i




“Budget” has the meaning assigned to such term in Section 7.1.

“Business Day” shall mean a calendar day other than a Saturday, Sunday or starutory
or banking holiday in New York, New York or Toronto, Ontario.

“Calculalion Period” means, with respect to each Transaction, the period from and
including the first day of a calendar month to but excluding the first day of the
following calendar month, inclusive, with the first Calculation Period in respect of any
Transaction beginning on the date designated as the Commencement Date in respect of
such Transaction to but excluding the first day of the next calendar month following the
Commencement Date in respect of such Transaction and the last Calculation Period
ending on the Termination Date specified with respect to that Transaction.

“Capital Lease”, as applied 10 any Person, means any lease of any property (whether
real, personal or mixed) by that Person as lessee that, in conformity with GAAP, is
accounted for as a capital lease on the balance sheet of that Person.

“Cash Equivalents” means, as at any date of determination thereof, (i) marketable
securities (A) issued or directly and unconditionally guaranteed as to interest and
principal by the Government of Canada or (B) issued by any agency of Canada the
obligations of which are backed by the full faith and credit of Canada, in each case
maturing within one year afler such dale; (i) marketable direct obligations issued by
any province of Canada or any political subdivision of any such province or any public
instrumentality thereof, in vach case maturing within one vear after such date and
having, at the time of the acquisition thereof, the highest rating obtainable from either
S&P or Moady's; (iii) carmmercial paper maturing no more than one year from the date
of creation thereof and having, at the time of the acquisition thereof, a rating of at least
A-1 from S&P or at least P-1 from Moody's; (iv) certificates of deposit or bankers’
acceptances maturing within one year after such date and issued or accepted by any
lender or by any commetcial bank listed in Schedule [ to the Bank Act (Canada); and (v)
shares of any money market mutual fund that (A) has at least 95% of its Assets invested
continuously in the types of investments referred 1o in clauses (i) and {(ii) above, (B} has
net assets of not less than $500,000,000, and (C) has the highest rating obtainable from
either S&P or Moody's.

“Change in Control” means, with respect to Universal, if at any time of the
determination thereol, UEGL shall cease to own or control, directly or indirectly, 100%
of the aggregate Equity Interesls in Universal.

“Closing Date” has the meaning assigned to such term in Section 5.1.
“Collateral” shall have the meaning ascribed to such term in the Security Agreement.

“Collateral Documents” means the Security Agreement, the Blocked Account
Agreement, the UEGL Pledge Agreement, the UEGL Guaranice, and all other
3




instruments or documents delivered pursuant to this Agreement or otherwise in order
to grant to Sempra a Lien on any real, personal or mixed property of Universal as
security for the obligations secured pursuant to the Security Agreement.

“Confirmation” shall mean and refer io the documents and other confirming evidence
of the terms of a Transaction in the form attached hereto as Annex 1.

“Contingent Obligation”, as applied to any Person, means any direct or indirect
liability, contingent or otherwise, of that Person (i) with respect o any Indebtedness,
lease, dividend or other obligation of another if the primary purpase or intent thereof
by the Person incurring the Contingent Obligalion is to provide assurance lo the obligee
of such obligation of another that such obligation of another will be paid or discharged,
or that any agreements relating thereto will be complied with, or that the holders of
such obligation will be protected (in whole or in part) against loss in.respect thereof, or
(i) with respect to any letter of credit issued for the account of that Person or as lo
which that Person is otherwise liable for reimbursement of drawings, or (iii) under any
hedge agreements. Contingent Obligations shall include (A) the direct or indirect
guaranty, endorsement {otherwise than for collection or deposit in the ordinary course
of business}, co-making, discounting with recourse or sale with recourse by such Person
of the obligation of another, (B) the obligation to make take or pay or similar payments
if required regardless of non-performance by any other party or parties to an
agreement, and {(C) any liability of such Person for [he obligation of another lhrough
any agreement (contingent or othenwise) (1) to purchase, repurchase or otherwise
acquire such obligation or any security therefor, or to provide funds for the payment or
discharge of such obligation {whether in the form of loans, advances, stock purchases,
capital contributions or otherwise} or (2} to maintain the solvency or any balance sheet
itemn, level of income or financial condition of another if, in the case of any agreement
described under subclauses (1) or (2) of this sentence, the primary purpose or intent
thereof is as described in the preceding sentence. The amount of any Contingent
Obligation shall be equal to the amount of the obligation so guaranteed or otherwise
supported or, if less, the amount to which such Contingent Obligation is specifically

limited.

“Contract Year” shall mean each successive 12-month period during the term hereof
with the initial Contract Year commencing on the date first written above, each
subsequent Contract Year commencing on the annual anniversary of such date and the
final Contract Year ending on the date of termination hereof.

“Contractual Obligations” means, as applied to any Person, any provision of any
Securities issued by that Person or of any material indenture, mortgage, deed of trust,
contract, undertaking, agreement or other instrument to which that Person is a party or
by which it or any of its properties is bound or to which it or any of its properties is

subject.




“Current Margin Amount” shall have the meaning sel forth in Section 7.3.

“Customer-Equivalents” means the aggregate of the following calculations for each
retevant Electric Energy customer and gas customer of Universal:

For each such customer, the greater of:

(i)
(i)

one (1); or

an amount equal to:

(A}

with respect gas customers:

()

(I

the average amount of gas per month (expressed in
gigajoules} consumed by that customer during the
shorter of the number of months that customer has
been a customer of Universal or the previous twelve
{(12) months; muitiplied by

bvehve (12);

which product of (1) and (Il) shall be rounded upwards or
downwards, as the case may be, to the nearest multiple of
one hundred six (106) and then divided by one hundred six
{106); and

with respect to Electric Energy customers:

(1)

(I

the average amount-of Electric Energy per month
{expressed in kilowatts) consumed by that customer
during the shorter of the number of months that
customer has been a customer of Universal or the
previous twelve (12) months; muldtiplied by

lwelve (12)

which product of (I) and (I} shall be rounded upwards or
downwards, as the case may be, to the ncarest multiple of
ten thousand (10,000) and then divided by ten thousand
{10,000},

provided, that where a customer is both a gas customer and an Electric Energy customer,
its Customer Equivalent for both commaodities shall be included in such calculation.

“Defaulting Party” shatl have the meaning set forth in Section 8.1.




“Electricity Act” means Efectricity Act (Ontario), as amended from time to time.

“Electric Energy” shall mean electric energy in the form of merchantable electricity
expressed in megawatt hours (MWh).

“Electricity Swap” shall refer to any swap, contract for differences, option or other
transaction in respect of Electric Energy including any Transaction hereunder.

“Equity Interests” means (i) wilh respect to a corporation, any and all shares, interests,
participation ar other equivalents (however designated) of corporate stock, including all
common stock and preferred stock, or warranls, options or other rights to acquire any
of the foregoing and (ii) with respect to a partnership, limited liability company or
similar Person, any and all units, interests, rights to purchase, warrants, options, or
other equivalents of, or other ownership interests in, any such Person.

“First Priority” means, with respect to any Lien purported to be created in any
Collateral pursuant to any Collateral Document, that (i) such Lien is perfected and has
priority over any other Lien on such Collateral and (i) such Lien is the only Lien (other
than Permitted Liens) to which such Callateral is subject.

“Fiscal Quarters” means the fiscal quarters of Universal ending on March 31, june 30,
September 30 and December 31 of each calendar year.

“Fiscal Year” means the fiscal year of Universal ending on Seplember 30 of each
calendar year.

“Fixed Price” means the fixed price in Canacian dollars per megaatt hour to be paid
by one Party to the other Party in connection with any Transaction entered into

hereunder.

“Fixed Price Payor" means the Party paying the Fixed Price with respect to a
Transaction.

“Floating Price” means the HOEP uniess otherwise agreed in writing between
Universal and Sempra in connection with a Transaction hereunder.

“Floating Price Payor” means the Party paying the Floating Price with respect to a
Transaction.

“Free Cash” means for any period, Universal’s aperating cash flow for such period net
of any liabilities that are past due minus any cash {lows associated with investing
activities during such period (eg., capital expenditures) and minus any cash flows
associated with financing activikies during such period (e.g.. debt repayments). all as
evidenced in Universal's linancial statements for such period prepared in accordance
with GAAP.




“GAAP” means generally accepted accounting principles in Canada approved by the
Canadian Institute of Chartered Accountants.

“Governmental Entity” means (i) any international, multinational, national, federal,
provincial, siate, local or other governunental or public department, central bank, court,
commission, board, bureau, agency or instrumentality, domestic or foreign, (i) any
subdivision or authority of any of the above, (iii} any quasi governmental or private
body exercising any regulatory, exproprialion or taxing authority under or for the
account of any of the above, and (iv} any stack exchange.

“Greater Metropolitan Toronto Area” shall mean the area between and including the
500kv Milton Transformer Station and the 500kv Cherrywood Transformer Station,
south of the Cherrvwvood Transformer Station Lo Lake Ontario and east of the Milton
Transformer Station to Lake Ontario including the Trafalgar, Leaside and Clairville
Transformer Stations in the Province of Ontario or such greater area contiguous thereto
which encompasses a liquid trading area.

“Held Margin Amount” shall have the meaning set forth in Section 7.3(b).

“HOEP” means, subject to anvthing to the contrary in any Confirmation, the hourly
Ontario energy price published by the IESO based on metering data that has been fully
processed by the [ESO’s VEE Process, as defined in the Market Rules in effect from time
to time; provided, that in the event that FIOEP ceases to be published by the IESO and
locational based marginal pricing is adopled by the 1ESO, the LBMP designated for the’
zone, node{s) or price reference location(s) for a liquid trading hub representing the
Greater Metropolitan Toronto Area will be the applicable Floating Price effective upon
cessation of the HOEP; and provided, further, that in the event that the IESO adopts and
implements a dual price settlement system for day-ahead and real-time energy markets,
upon and after the effective date and time of the implementation of such a system, the
Floating Price for each Pricing Period shall either be the (x) the hourly-weighted
arithmelic average of the day-ahead peak and off-peak prices for each Pricing Period
during the calendar day in which the relevant Pricing Period occurs (i.e, weighted to
take into account the number of on-peak hours and off-peak hours during such
calendar day} or (y) real-time price, as the case may be, representing the most liquid
trading market as reasonably determined by mutual agreement of the Parties prior to
such effective date, or failing such agreement, by Sempra acting reasonably.

“TESQO” means the Ontario fndepuendent Electricily System Operator.

“Indebtedness”, as applied to any Person, means (i) all indebtedness for borrowed
maney, (i) that portion of obligations with respect to Capital Leases that is properly
classified as a liability on a balance sheet in conformity with GAAP, (iii) notes pavable
and drafts accepted representing extensions of credit whether or not representing
obligations for borrowed money, (iv) any obligation owed for all or any part of the
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deferred purchase price of property or services, which purchase price is (A} due more
than six months from the date of incurrence of the obligation in respect thereof or
(B) evidenced by a note or similar written instrument, and (v) all indebtedness secured
by any Lien on any property or asset owned or held by that Person regardless of
whether the indebtedness secured thereby shall have been assumed by that Person or is
non-recourse to the credit of that Person.

“Investment” means (i) any direct or indirect purchase or other acquisition by a Person
of, or of a beneficial interest in, any Securilies of any other Person, (ii) any direct or
indirect loan, advance {other than advances to employees for moving, entertainment
and trave] expenses, drawing accounts and similar expenditures in the ordinary course
of business) or capital contribution by a Person to any other Person, including all
indebtedness and accounts receivable from that other Person that are not current assets
or did not arise from sales to that other Person in the ordinary course of business, or {iii)
any interest rate agreements or currency agreements.

“IPO Date” the closing date of the initiai public offering of UEGL.

“LDC” means the local distribution company responsible for delivering Electric Energy
to Universal’s customers in a particular geographic area.

“LIBOR" means, for any day, the ratc per annum equal to the London Interbank
Offered Rate that appears in the “Money Rates” section of The Wall Street Journal on thal
day.

“Lien” means (i) any mortgage. charge, pledge, hypothecation, security interest,
assignment by way of security, encumbrance, lien (statutory or otherwise), hire
purchase agreement, conditional sale agreement, deposit arrangement, title retention
agreement or arrangement, or any- assignment, arrangement or condition that in
substance secures payment or performance of an obligation, (ii) any trust arrangement,
(i) any arrangement which creates a right of set off out of the ordinary course of
business, (iv) any option, warrant, right or privilege capable of becoming a transfer,
sale, assignment, exchange, gift, donation or other disposition of Securities where
possession, legal title, beneficial ownership or the economic risk or return associated
with such Securities passes directly or indirectly from one Person or to another to the
same Person in a different legal capacity, whether or not for value, whether or not
voluntary and however occurring, or {v) any agreement to grant any such rights or
interests.

“Locational based marginal pricing” or “LBMP” means, except as otherwise provided
in any Confirmation, the form of Electric Energy pricing, as determined and modified
by the 1IESO from Hme to time, to be considered and implemented by the IESO, if at ali,
based upon a non-uniform price of Electric Energy at each point, zone, node(s) or price




reference location(s) on the 1ESO-controlled grid and having the effect that such prices
reflect the costs of transmission congestion.

“Lockbox” means a lockbox to be established by Universal at the Bank forthwith upon a
request made by, and on terms and conditions acceptable to, Sempra.

“Margin Determination Day"” shall have the meaning set forth in Section10.3.

“Market Disruption Event” shall mean (i) price source disruption, {ii) trading
suspension, (jii) disappearance of commadity reference price, (iv) material change in
content, (v} de minimis trading and (vi) trading limitation as such terms are defined in
the 1993 ISDA Commodity Derivatives Definitions (as supplemented by the 2000
Supplement) published by the International Swaps and Derivatives Association, Inc.

#“Market Rules” means the market rules of the [ESO, in effect from time to time.

“Material Adverse Effect” means (i)a material adverse effect upon the business,
operations, properties, assets, condition {firancial or otherwise) of Universal, UGE or
UEGL or (ii) the impairment of the ability of (A)Sempra to enforce its rights and
remedies under the Transaction Documents or (Bj Universal, UGE or UEGL to perform

ils respective obligations thereunder.

“Moody’s” means Moody's Investors Service, Inc. or ils successor.

“Net Settlement Amount” shall have the meaning set forth in Section §.3.

“New Supplier Guaranty” shall have the meaning assigned to it in Section 7.2(c)-
“Non-Defaulting Party” shall have the meaning set forth in Section 8.1.

“Notional Contract Quantity” means, with respect to each Transaction, the notional
contract quantity specified by Universal in accordance with Section 2.3.

“Notional Exposure Amount” shall have the meaning set forth in Section 7.2(s).

“Organizational Documents” means, with respect to any Person, the certificate of
incorporation, charter, by laws, certificate of limited partmership, partnership
agreement, certificate of formation, limited liability company agreement, operating
agreement, joint venture agreement, or other similar organizational instrument or
document governing such Person.

“Qutstanding Margin Amount” shall have the meaning set forth in Section 7.5.

“Partlies” means Universal and Sempra and “Party” means any one of them.




“Permitted Liens” means following types of Liens {excluding any Lien expressly
prohibited by any applicable terms of any of the Transaction Documents):

{a)

(b)

{c)

(d)

(e)

{)

Liens for taxes, assessments or governmental charges or claims the
payment of swhich is not, at the time, required by Section 7.1{a);

statutory Liens of landlords, statutory Liens of banks, statutory Liens of
carriers, warehousemen, mechanics, repairmen, workmen and
materialmen, and other Liens imposed by law, in each case incurred in the
ordinary course of business (i) for amounts not vet overdue or (ii) for
amounts that are overdue and that (in the case of any such amounts
overdue for a period in excess of 5 days) are being contested in good faith
by appropriate proceedings, so long as (A) such reserves or other
appropriate provisions, if any, as shall be required by GAAP shall have
been made for any such contested amounts, and {B) in the case of a Lien
with respect to any portion of the Collateral, such contest proceedings
conclusively operate to stay the sale of any portion of the Collateral on
account of such Lien;

deposits made in the ordinary course of business in connection with
workers’ compensation, unemployment insurance and other types of
social security, or to secure the performance of statutory obligations, bids,
leases, government contracts, trade contracts, and other similar
obligations (exclusive of obligations for the payment of borrowed money),
so long as no foreclosure, sale or similar proceedings have been
commenced with respect to any portion of the Collateral on account
thereof;

licenses, leases or subleases granted to third parties in accordance with
anv applicable terms of the Coliateral Documents and not interfering in
any material respect with thé ordinary conduct of the business of
Universal or resulting in a material diminution in the value of any
Collateral as security for the obligations secured pursuant to the Security
Agreement;

easements, rights of way, restrictions, encroachments, and other minor
defects or irregularities in title, in each case which do not and will not
interiere in any malerial respect with the ordinary conduct of Universal’s
business or resull in a material diminution in the value of any Collateral as
security for the obligations secured pursuant to the Security Agreement;

any (i) interest or title of a lessor or sublessor under any lease not
prohibited by this Agreement, (ii) Lien or restriction that the interest or
title of such lessor ar sublessor may be subject to, or {iii) subordination of
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the interest of the lessee or sublessee under such lease to any Lien or
restriction referred o in the preceding clause (i), so long as the holder of
such Lien or restriction agrees to recognize the rights of such lessee or
sublessee under such lease;

(g}  Liens arising from filing financing statements relating solely to leases not
prohibited by this Agreement;

(h)  any zoring or similar law or right reserved lo or vested in any
governmental office or agency to control or regulate the use of any real
property;

{i) Liens granted pursuant to the Collateral Documents;

(i) Liens securing obligations (other than obligations representing
Indebtedness for borrowed money) under operating, reciprocal easement
or similar agreements entered into in the ordinary course of Universal’s

business;

(ky  Liens created in connection with secured debt in aggregale not to exceed
$50,000, created or assumed to finance any part of the purchase price of
tangible personal property; and

()  a single Silent Second Lien created by Universal in accordance with
Section 7.2(c) (with a third-party commodity supplier to a New Supply
Affiliate as the holder of such Silent Second Lien) afler June 30, 2010 to
secure the obligations of Universal arising under a New Supplier
Guaranty.

“Person” means a natural person, partnership, limited partnership, limited liability
partership, corporation, limited liability corporation, unlimited liability company, joint
stock company, trust, unincorporated associalion, joint venture or other enlity or
Governmenital Entity, and pronouns have similarly extended meaning.

“Pricing Period” means, with respect to each Transaction, each hour during each
calendar day during the Term.

“Proceeding” means any action, suit, proceeding (whether administrative, judicial or
otherwise and including any regulatory proceeding), governmental investigation or
arbitration.

“S&P” means Standard & Poor’s, a division of The McGraw-Hill Companies, Inc., or its

SUCCeRsOr.

“Securities” means:




(a) a document that is (i) issued in bearer, order or registered form, (ii) of a
type commonly dealt in upon securities exchanges or markets or
commonly recognized in any area in which it is issued or dealt in as a
medium for investment, (iit} one of a class or series or by ils terms is
divisible into a class or series of documents, and (iv) evidence of a share,
participation or other interest in property or in any enterprise or is
evidence of an obligation of the issuer and includes an uncertificated
security; and

(b)  ashare, participation or ather interest in a Person.

“Security Agreement” means that certain Security Agreement dated as of July 14, 2005,
as amended from time to time, between Sempra and Universal.

“Settlement Amount” shall have the meaning set forth in Section 8.3 hereof.

“Settlement Date” means, except as otherwise provided in any Confirmation, in respect
of any Calculation Period, the fifth Business Day immediately succeeding the final day
of such Calculation Period.

“Silent Second Lien” means a Lien that is second in priority (aside from statutory liens)
to the security interest of a First Priority Lien-holder and in respect of which the holder
thereof has agreed to, among other things, certain restrictions on the exercise of its
rights by entering into an intercreditor agreement with the relevant pledgor and the
holder of the First Priority Lien, which agreement shall be substantially similar to the
intercreditor agreement attached herelo as Annex 2.

“Subsidiary” means, with respect to any Person, any corporation, partership, trust,
limited liability company, association, joint venture or other business entity of which
more than 50% of the total voting power of shares of stock or other ownership interests
entitled (without regard to the occurrence of any cantingency) to vote in the election of
the members of the board of directors or similar governing body is at the time owned or
controlled, directly or indirecily, by that Person or one or more af the other Subsidiaries
of that Person or a combination thereof.

“Taxes” means all taxes and environmental costs, including emission allowances,
generation, gross receipts, excise, ad omlorem, goods and services, harmonized sales,
sales, transmission, utility, energy, importation, value added and similar or different
laxes and governmental charges, licenses, fees, permits and assessments, or increases
therein.

“Terra” means Terra Grain Fuels Inc., a corporation organized under the laws of
Canada.




“Term” means, with respect to each Transaction, the term specified by Universal in
accordance with Section 2.3.

“Termination Event” shall have the ineaning set forth in Section 8.1 hereof.

~“Transaction” means cach Electricity Swap entered into between Universal and
Sempra.

“Transaction Documents” means this Agreement, all Confirmations and the Collateral
Documents and each other agreement that may be entered into by the parties hereto in
connection with any Transaction (in each case, as such agreement may be amended,
restated, modified or otherwise supplemenled on or after the date hereof).

“UEGL” means Universal Energy Group Ltd., a Canada Corporation and the ultimate
parent of Universal. '

“UEGL Guarantee” means the unlimitec guarantee to be delivered by UEGL to Sempra
on the Closing Date in the form of Exhibit A hereto.

"UEGL Pledge Agreement” means the securities pledge agreement 1o be delivered by
UEGL to Sempra on the Closing Date in the form of Exhibit B hereto.

“UEGL’s Counsel” means Burnet, Duckworlh & Palmer LLP.

“UGE Agreement” means the Natural Gas Purchase and Sale Agreement between
Universal Gas and Electric Corporation and Sempra dated as of February 2, 2007, as
amended from time to time,

“Universal Agreements” means this Agreemenl and the Universal Gas Agreement.

“Universal Gas Agreement” means that certain Amended and Restated Natural Gas
Purchase and Sale Agreement dated as of February 2, 2007, as amended from time to
time, between Universal and Sempra.

“Universal’s Counsel” means Michael Silver.

Section 1.2  References
{a) References in this Agreement to “this Agreement”, “hereof”, “hereto” or
“hereunder” and similar expressions mean and refer to this Agreement
and not to any particular provision of this Agreement and includes every
instrument supplemental or ancliary thereto.

(b)  References in this Agreement to Articles or Sections are to Articles or
Sections in or to this Agreement, unless othenwise stated.




()  References to “including” means including. without limitation, and
“includes” and other derivatives thereof shall have corresponding
meanings.

() In computation of periods of ime in this Agreement from a specified date
to a later specified date, the word “from” means “from and including”
and the words “to” and “until” each means “to but excluding”.

(e) References to the Original Swap Agreement in any other agreement
entered into prior to the effectiveness of this Agreement, including in any
of the Transaction Documents or in any Confirmation evidencing a
Transaction, shall, after the Closing Date, be deemed 1o be a reference to
this Agreement.

Section1.3  Headings and Division

The division of this Agreement into Articles and Sections and the provision of
headings in this Agreement are inserted for convenience of reference only and shalt not
affect the construction or the interpretation of this Agreement.

Section1.4  Included Words

[n this Agreement, words importing the singular shall include the plural and vice
versa and words importing gender shall include the masculine, feminine and neuter
genders, al as may be applicable by the context.

Section1.5  Conflict between this Agreement and any Confirmation

In the event of a conflict between the terms and conditions of this Agreement and
the terms and conditions of any Transaction, as may be evidenced by a Confirmation,
the provisions in the Confirmation shalf govern except with respect to matters
described in Articles 8 and 9 hereof in respect of which the provisions in this Agreement
shall govern.

Section 1.6  References to Agreements or Statutes

Any reference in this Agreement to an agreement shall, unless the context
otherivise requires, mean and refer to such agreement as modified, amended, restated
or supplemented from time to time, and a reference to any statute is a reference to that
statute and any regulations made pursuant thereto as re-enacted, varied, amended,
modified, supplemented or replaced from time to time.

Section 1.7 Currency; Unit Conversions

All references to currency in this Agreement, including all Transactions, are
deemed to mean currency of Canada. For the purpose of any conversion of gigajoules
to MMBTus required herein, 1.053 gigajoules shall equal one MMBtu.




ARTICLE 2
TRANSACTIONS

Section 2.1 Nature of the Agreement

This Agreement establishes standard, binding terms and conditions governing
all Transactions between Sempra and Universal, including all Transactions entered into
between the Parties prior to date hereof under the Original Swap Agreement and
otherwise. Each Transaction shall constitute a part of this Agreement and all
Transactions, together with this Agreement and the Transaction Documents (which are
hereby incorporated herein in their entirety by reference) shall constitute a single
agreement. Each Transaction is entered into in reliance on the fact that this Agreement
and all Transactions entered into hereunder constitute a single agreement. Any
reference contained herein, or in any other agreement or document that is intended to
refer to this Agreement or the Original Swap Agreement, is hereby deemed by the
Parties to be a reference to this Agreement as supplemented by any Transactions and
the provisions of the Transaction Documents. For the avoidance of doubt, all
Transactions entered into under the Original Swwap Agreement now constitute a part ol
this Agreement and are now subject to the terms hereof.

Section 2.2 Exclusivity

Universal hereby agrees that Universal shall enter into Electricity Swaps with
Sempra on an exclusive basis and that Universal will not enter into any Electricity Swap
(or any other type of similar or equivalent transaction or series of transactions
regardless of what it or they may be called) with any other Person during the term of
this Agreement.

Section 2.3 Consummation of Transactions

Subject to the other provisions of this Agreement, from time to ime during the
term of this Agreement, Universal may request that Sempra enter into a Transaction in
respect of a Notional Contract Quantity of Electric Energy and with a Term specified by
Universal (but no longer than five (3) years). The Fixed Price for each Transaction shall
be determined in accordance with Section 2.4 hereof. The Floating Price for each
Transaction shall be determined in accordance with the definition of Floating Price and
al! other relevant provisions set forth herein. A binding Transaction shall be entered
into upon agreement of the parties by telephone, facsimile or otherwise. Sempra shall
deliver a written Confirmation to Universal in respect of each Transaction; provided that
the failure to send or agree upon a Confirmation shall not affect a Transaction entered
into by the parties hereunder. Unless objected-to within one Business Day after receipt,
each Confirmation shall be final and binding on the parties, absent manifest error.

Section 2.4  Fixed Price
fa)  For each Transaction that acts as a hedge of Sempra’s market price risk
with respect to a swap transaction entered into by Sempra with a third
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party on terms negotiated by Universal with that third party and
acceptable to Sempra (that swap transaction a “Sleeve Transaction”}, the
Fixed Price per MWh shall be equal to the following amounts:

{i)  the fixed price actually paid or received by Semnpra, per MWh,
under such Sleeve Transaction (the “Base Price”); plus

(it  all actual related risk management expenses incurred by Sempra
with respect to the Transaction or the relaled Sleeve Transaction,
including brokerage commissions, interest costs for required cash
margin or other collateral posted in connection with the
Transaction or the related Sleeve Transaction, costs for breaking
and/or replacing any hedge, and similar costs and expenses
incurred by Sempra divided by the Notional Contract Quantity
associated with such Transaction to determine the per MWh
amount of such costs, expenses and charges; plus

i) 48 the Base Price.

(b)  Foreach Transaction that does not act as a hedge of Sempra’s market price
risk with respect to a Sleeve Transaction, a price mutually agreed between
Universal and Sempra; provided that, when Universal requests that
Sempra offer a price quote in respect of such a proposed Transaction,
Sempra shall act in good faith to offer a commercially reasonable price
based on Sempra’s assessmeni of the then-prevailing market.

Section2.5  Market Disruption

Upon the occurrence and during the continuation of a Market Disruption Event
of a type not described in the definition of “Floating Price,” the Floating Price shall be
the Administrative Price (as defined in the Market Rules) as published by the [ESO. Tf
no such Administrative Price is then published by the [ESO for any reason, the Parties
shall promptly endeavor to agree on an alternative source for determination of the
Floating Price. In the event that the Parlies cannot agree on such alternative source
within three Business Days, such price shall be determined by taking the average of the
price quotations obtained from at least two and ne more than four internationally
recognized dealers in Electricity Swaps mutually selected by the Parties.

ARTICLE 3
TAXES

Section 3.1  Taxes Generally

All pavments under this Transaction shall be made without any deduction or
withholding far or on account of any Tax, unless such deduction or withholding is
required by any applicable law, as modified by the practice of any relevant
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governmental revenue authority, then in effect. If a Party is so required to deduct or
withhold, then that Party (“X”) shall pay to the other Party (*Y”), in addition to the
pavment to which Y is otherwise entitled under this Transaction, such additional
amount as is necessary to ensure that the net amount actually received by Y will equal
the full amount Y would have received had no such deduction or withholding been
required; provided thal no such additional amount shall be required to the extent the
deduction or withholding is required as a result of the representation and warranty of
Sempra in Section 6.2 being false. Furthermore, X shall forward to Y, as soon as
possible, an official receipt (or a certified copy), or other documentation reasonable
acceptable to Y evidencing such payment to said authorities. Bolh Parties shall use
reasonable efforts to administer this Agreement in accordance with their intent to
minimize Taxes. Universal shall, upon request, provide to Sempra an executed United
Stales Internul Revenue Service Form W-8BEN or other appropriate form (or any successor
thereto) with respect to any payments received or to be received by Universal that are
not effectively connected or otherwise attributable to Universal’s conduct of a trade or
business in the Uniled States.

ARTICLE 4
PAYMENT TERNMS

Section 4.1 Settlement

Promptly after the end of each Caleulation Period, Sempra shall determine the
Floating Price for each Pricing Period in such Calculation Period. If the Floating Price is
greater than the Fixed Price for a Pricing Period, then the Floating Price Payor shall pay
the Fixed Price Payor an amount equal o the product of the Notional Contract Quantity
for the Pricing Period multiplied by the amount by which the Floaling Price exceeds the
Fixed Price. If the Fixed Price is greater than the Floating Price for a Pricing Period,
then The Fixed Price Payor shall pay the Floaling Price Pavor an amount equal to Lhe
product of the Notional Contracl Quantity for the Pricing Period multiplied by the
amount by which the Fixed Price exceeds the Floating Price. If the Floating Price i3
equal to the Fixed Price for such Pricing Period, then no payment shall be required.
Sempra shall aggregate the amounts owed by the Floating Price Payor for all Pricing
Periods in a Calculation Period. Sempra shall then aggregate all amounts owed by the
Fixed Price Pavor for all Pricing Periods in a Calculation Period. If the aggregate
amount owed by the Floating Price Payor for a Calculalion Period exceeds the
aggregate amount owed by the Fixed Price Payor for such Calculation Period, the
Floating Price Payor shall pay the Fixed Price Payor the excess amount. If the aggregate
amount owed by the Fixed Price Payor for a Calculation Period exceeds the aggregate
amount owed by the Floating Price Payor for such Calculation Period, the Fixed Price
Payor shall pay the Floaling Price Payor the excess amount. 1f the aggregate amount
owed by the Floating Price Payor for a Calculation Period is equal lo the aggregate
amount owed by the Fixed Price Payvor for such Calculation Period, then no payment
shall be made for that Calculation Period. All Transactions shall be settled by payment
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under this Section 4.1. No Transactions will be settled by any transfers of electricity or
by any other transfers of tangible personal property.

Seclion 1.2 Invoices

Sempra shall deliver an invoice o Universal for each calendar month during
which Transactions are made and outstanding. Each such invoice shall itemize the
Floating Price for each Pricing Period during the previous calendar month and shall
contain a detailed calaulation of the aggregate netted amount owed by one Party to the
other in respect of such previous calendar month (as determined in accordance with
Section 4.1), which calculation shall include all amounts due and payable from one
party to the other including interest on any amount that is past due; provided, however,
that any failure by Sempra to deliver an invoice to Universal shall nol in any way affect
Universal's obligation to pay such amounts or the timing of the payment of such
amounts. Nobwithstanding anything herein to the contrary, if required by the Market
Rules made under the authority and for the purposes of the Electricity Act, Sempra
shall provide such invoices and other statements to Universal as so required.

Section 4.3  Payment Terms

{a)  Subject to Section 4.3(b) and to Section 4.10, Universal shall pay Sempra,
or Sempra shall pay Universal, as the case may be, on or before the
SetHement Date, the full amount of an invoice delivered by Sempra to
Universal by wire transfer payment of inumediately available funds in
United States dollars, for Transactions designated in United States dollars,
and in Canadian dollars for Transactions designated in Canadian dollars,
to accounts designated by Sempra. If Universal, in good faith, disputes
the amount of any invoice or any part thereof, Universal shall notify
Sempra of Lhe reasons for its dispute and provide supporting
documentation with respect to the amount disputed. Universal shall,
nevertheless, payv the entire amount of the invoice within the hme
specified in this Section 4.3 for payment. Any disputed amount which is
determined to be due to Universal shall be paid to Universal by Sempra
within 10 days of the determination. Universal shall have no rights to
dispute the accuracy of any invoice or payment after a period of two (2)
vears from the date on which the first invoice was delivered for a specified

Transaction.

(b)  Notwithstanding Seclion 4.3(a), if after application of all amounts
received into the Blocked Accounls pursuant to Section 4.10, an amount
(the “Tatal Amount Due”) remains payable by Universal to Sempra
pursuant to this Agreement, and such amount is less than or equal to
$3,000,000, the time for payment by Universal of such amount remaining
pavable by Universal to Sempra pursuant to fhis Agreement shall be

extended to the earlier of:
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(i) 60 days after the Settlement Date; or
{ii) the date on which the Total Amount Due exceeds $5,000,000;

; provided, that interest shall accrue on any such amounts remaining
payable at the rate described in Section 4.4 and shall be due and payable
on each Settlement Date.

Section 4.4 Interest

An entire invoice shall be paid when due. Notwithstanding the loregoing, if
either Party fails to remit the [ull amount payable by it when due, interest on the unpaid
portion shall accrue from the date due until the date of payment at a rate equal to the
lesser of (i) overnight LIBOR, plus two percent per annum, compounded monthly; or
(ii) the maximum applicable lawful interest rate (the “Interest Rate”). Interest shall also
accrue at the Interest Rate on any amount in respect of which the time lor payment is
extended pursuant to Section 4.3(b) from the date on which payment was originally due
unti} the date of pavment.

Section 4.5  Paymeuts on Termination

Notwilhstanding anything contained herein to the conlrary, all amounts due
hereunder shall become immediately due and payable upon the occurrence of a
Termination Event.

Section 46  Payment Netting

Payments owing by each Party to the other Party (including under any existing
Transaction entered into prior fo the date hereof) on any day shall be netted so that only
the net amount shall be paid by the Party having the greater payment obligation to the
other Party on such day and only the net amount is considered to be due and owing;
provided that no payment required to be made pursuant to the terms of any credit
support document or agreement shall be subject to netling under this or any other
provision of the Agreement. Furthermore, subject to Section 4.3(b), Sempra shall have
the right to set off any amount owed by it to Universal under this Agreement or
otherwise against any amount owed by Universal to Sempra under this Agreement or

otherwise.

Section4.7  General Provisions Relating to Payment

Any payments due and payable hereunder on a day which isnota Business Day
shall be due on the next Business Day. Any amount due hereunder shall be payable

immediately unless otherwise specified.

Section4.8  Other Rights
Each Party reserves to itsell all rights, set oifs, counterclaims and other defences
which it is or may be entitled o at law or as otherwise expressly permitted under the

19




terms hereof or of any Transaction. These rights shall extend to any amounts due in
respect of a Caleulation Period under a Transaction which have not been reflected in an
invoice.

Section 4.9  Deposits from Lockbox

Each day [rom and after the Closing Date until such time &s a Termination Event
occurs, Universal shall direct the Bank to deposit all amounts received in the Lockbox
into the applicable Blocked Accounts.

Section 4.10 Withdrawals from Blocked Accounts

During the term of this Agreement, Universal shall not have the right o
withdraw funds from the Blocked Accounts. On the Settlement Date for each month,
the Bank shall withdraw all funds from the Blocked Accounts and deposit such funds in
one or more accounts designated by Sempra from time to time. Sempra shall promptly
after receipt of such funds pay the funds as follows:

{a)  the funds shall first be paid in satisfaction of any accrued interest due to
Sempra pursuant to Section 1.4 or otherwise; -

(b}  the funds shall second be paid to settle any amounts due to Sempra by
Universal, including any amount due pursuant to Section 4.3;

(c)  the funds shall third be paid to Sempra in salisfaction of any Qutstanding
Margin Amount; and

{(d)  any funds not paid pursuant to paragraphs (a) through (c) shall be paid
promptly to Universal.

Universal shall ensure that there are sufficient funds on deposit in the Blocked Accounts
to pay to Sempra all amounts when due other than in respect of any Outstanding

Margin Amount.

ARTICLE 5
CONDITIONS PRECEDENT

Section 5.1  Sempra’s Conditions

Sempra’s obligation to commence entering into Transactions with Universal in
accordance with the amended and restated terms set forth in this Agreement is subject
to the satisfaction of the following conditions (the date of satisfaction of all such
conditions being referred to herein as the "Closing Date”):

(a)  The closing of the initial public offering of UEGL shall have occurred.
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(b)

{c)

{d)

Universal shall have delivered to Sempra, or shall have arranged for the
relevant other Person named below to have delivered to Sempra, the
following, each, unless otherwise noted, dated the Closing Date:

{i) A Resolution of the directors of Universal or other Persons having
the power to direct or cause the direction of the management and
policies of Universal approving and authorizing the execution,
delivery and performance of this Agreement, certified as of the
Closing Date by the secretary of Universal as being in full force and
effect without modification or amendment;

{ii)  Signature and incumbency certificates of any officer of Universal
executing this Agreement;

(i)  Fully executed originals of:
(A} the UEGL Guarantee; and

(BY the UEGL Pledge agreement together with any share
certificates, share powers and other documents required to
be delivered in conjuncton therewilh;

¢ach of which shall be in full force and effect; and

{C)  Such other documents, instruments, certificates and opinions
as Sempra may reasonably request.

Universal shall have delivered to Sempra an Officer’s Certificate, in form
and substance satisfactory to Sempra, to the effect that all of the
representations and warranties of Universal set forth in Section Error!
Reference source not found. shall be true and correct as of the Closing
Date as though made as of such date except to the extent that a
representation and warranty is expressly made as of an earlier date in
which case such representation and warranty shall be inade as of such
date (in each case determined assuming that there are no materiality or
Material Adverse Effect qualifiers), that Universal shall have performed in
all material respects all agreements and satisfied all conditions which this
Agreement provides shall be performed or salisfied by it on or before the
Closing Date and that no event has occurred and is continuing on the
Closing Date which would constitute a Termination Event.

Sempra shall have received an originally executed copy of a tavourable
written opinion of Universal's Counsel, in form and substance reasonably
satisfactory to Sempra and its counsel, dated as of the Closing Date, as to
the authorization, execution and delivery of this Agreement, the
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{e)

{f

enforceability of the Transaction Documents, the absence of any conflicts,
and such other matters as Sempra may reasonably request (this
Agreement constituting a written request by Universal to such counsel to
deliver such opinions to Sempra).

Sempra shall have received an originally executed copy of a favourable
written opinion of UEGL’s Counsel, in form and substance reasonably
satisfactory to Sempra and its counsel, dated as of the Closing Date, as to
the formation and good standing of UEGL, the authorizabion, execution
and delivery of the UEGL Pledge Agreement and the UEGL Guarantee,
the enforceability of the UEGL Pledge Agreement and the UEGL
Guarantee, the absence of any conflicts, and such other matters as Sempra
may reasonably request (this Agreement constituting a written request by
Universal to UEGL’s counsel to deliver such opinions to Sempra).

Universal shall have obtained all authorizations of Governmental
Authorities and all consents, in each case that are necessary or advisable
in connection with this Transaction. Each such authorization or consent
shalt be in full force and effect.

Sempra shall have received evidence satisfactory to it that Universal shall
have taken or caused to be taken all such actions, executed and delivered
or caused to be executed and delivered ail such agreements, documents
and instruments, and made or caused to be made all such filings and
recordings (other than the filing or recording of items described in
clause (i} below) that may be necessary or. in the opinion of Sempra,
desirable in order to create in favour of Sempra a valid and (upon such
filing and recording) perfected First Priority security interest in the entire
Collateral. Such actions shall include the delivery to Sempra of the
following:

(i)  evidence satisfactory to Sempra in its sole discretion that that are
no Liens in the Collateral, other than (A) Permitted Liens and (B)
any other Liens that Sempra shall have expressly consented to in
writing in the exercise of its sole discretion; and

(ii)  personal property registry financing statements and, where
appropriate, fixture filings, duly registered by Universal with
respect to al) of the Collateral, with the Ontario Personal Property
Registry, Alberta Personal Property Registry and British Columbia
Personal Property Registty and any other jurisdictions in which it
would be necessary or, in Sempra’s opinion, desirable to file a
financing slatement or fixture filing to perfect Sempra’s security
interest in the Collateral.
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()  Sempra shall have received the quarterly budgets of Universal for each of
the quarters of 2007, and each such budget shall be in form and substance
satisfactory to Sempra in the exercise of its reasonabie discretion as a
creditor of Universal supplying services subject to the payment and other
terms set forth in this Agreement.

(i)  Sempra shall have received evidence satisfactory to it that no event shall
have occurred on or before the Closing Date that would constitute a
Termination Event hereunder, under the Universal Swap Agreement or
under the UGE Agreement if such event had occurred on or after the

Closing Date.

()  Sempra shall have been granted the right to appoint one director to the
board of directors of UEGL during the term of this agreement, such right
to be granted by way of a provision in the artictes of UEGL through the
issuance to Sempra of a spedal voting share or otherwise in a manner
acceptable to Sempra in its sole discretion.

Section 52 Waiver

The benefit of the conditions precedent set forth in Section 5.1 are for the sole and
exclusive benefit of Sempra and may, in whole or in part, be unilaterally waived by
Sempra at any time up to the Closing Date by written notice to Universal.

ARTICLE &
REPRESENTATIONS AND WARRANTIES

Section 6.1  Universal's Representations and Warranties

Universal represents and warrants as of the date hereof, except to the extent that
2 representation and warranty expressly relates to a specified date in which case such
representation and warranty shall be true and correct as of such date, as follows and
acknowledges that Sempra is relying on such representations and warranties:

(a)  Universal is duly organized, validly existing under the laws of the
Province of Ontario. Universal has the full power and authority to own
and operale its properlies, to carry on its business as now conducted and
proposed to be conducted and to execute and deliver this Agreement and
the other Transaction Documents and to perform its obligations hereunder
and thereunder. Universal has delivered to Sempra true and complete
copies of its Organizational Documents as amenced and in effect.
Universal is qualified to do business and in good standing in every
jurisdiction where its assets are iocated and wherever necessary to carry
out its business and operations. '




(b}

{c)

(d)

(e)

(0

Universal does not own, directly or indirectly, any Equity Interest in any
Person other than UGE.

The execution, delivery and performance of the Transaction Documents
by Universal have been and remain duly authorized by all necessary
corporate action and do not and will not (i) contravene or violate any
provision of its Organizational Documents or, to the best of the
knowledge or belief of its senior officers, any law or regulation or any
order, judgment or decree of any court or Governmental Entity binding on
Universal, (it) conflict with, result in a breach of, or constitute (with due
nofice or lapse of time or both) a default under any Contractual Obligation
of Universal, (iii) result in, or require the creation or imposition of, any
Lien upon any of the properties or assets of Universal (other than Liens
created under the Transaction Documents in favour of Sempra), or (iv)
require any approval of shareholders or any approval or consent of any
Person under any Contractual Obligation of Universal, except for such
approvals or consents which will be obtained on or before the Closing
Date and have been disclosed in writing to Sempra.

Except to the extent such failure could not reasonably be expected to
result in a Material Adverse Effect, and to the best of the knowledge or
belief of its senior officers, after reasonable inquiry, all governmental or
regulatory consents, authorizations, approvals, registrations and
declarations required for the due execution, delivery and performance of
this Agreement and the other Transaction Documents by Universal have
been obtained from or, as the case may be, filed with the relevant
Governmental Authorities having jurisdiction over Universal and remain
in full force and effect, and all conditions thereof have been duly complied
with and no other action by, and no notice to or filing with, any
Governmental Entity having jurisdiction is required for such exccution,
delivery or performance of this Agreement or the other Transaction
Documents by Universal.

This Agreement and the other Transaction Documents constitute the legal,
valid and binding obligations of Universal, enforceable against Universal
in accordance with their terms, except as enforcement hereof or thereof
may be limited by applicable bankruptcy, insolvency, reorganization or
other similar laws affecting the enforcement of creditors’ rights generally
or by general equity principles.

Universal has (i) good and sufficient legal title to (in the case of fee
interests in teal property), (ii} valid leaschold interests in {in the case of
leasehold interests in realty or personal property), or (iii) good title to (in
the case of all other personal property), all of its properties and assets, in

24




(g)

(h)

(M

i)

each case except for assets disposed of since the date of such financial
statements in the ordinary course of business. As of the Closing Date,
except for (x) the security interests created by the Security Agreement and
(v) Permitted Liens, Universal owns the Coliateral free and clear of any
Lien. Except as expressly permitted by this Agreement and such as may
have been filed in favour of Sempra relating to this Agreement, no
effective financing statement or other instrument similar in effect covering
all or any part of the Collateral is on file in any filing or recording office.

There are no Proceedings at law or in equity, or before or by any court or
other Governmental Entity that are pending or, to the knowledge of
Universal, threatened against or affecting Universal, UGE or UEGL or any
property of Universal, UGE or UEGL and that, individually or in the.
aggregate, could reasonably be expected to result in a Material Adverse
Effect. None of Universal, UGE or UEGL is (i} in violation of any
applicable laws that, individually or in the aggregate, could reasonably be
expected to result in a Material Adverse Effect, or (ii) subject to or in
defanlt with respect to any final judgments, writs, injunctions, decrees,
rules or regulations of any court or other Governmental Entity that,
individually or in the aggregate, could reasonably be expected to result in
a Material Adverse Effect.

All tax returns and reports of Universal required to be filed by it have
been timely filed, and all Taxes shown on such tax returns to be due and
payable and all assessments, fees and other goverrunental charges upon
Universal and upon its properties, assets, income, businesses and
franchises that are due and payable have been paid when due and
payable. Universal knows of no proposed tax assessment against it that is
not being actively contested by it in good faith and by appropriate
proceedings; provided that such reserves or other appropriate provisions,
if any, as shall be required in conformity with GAAP shall have been
made or provided therefor. Universal does not have any obligations with
respect to Taxes past due and it has not entered into any other agreement
with respect to past due Taxes.

None of Universal, UGE or UEGL has any (and following the Closing
Date will not have any) Contingent Obligation, contingent liability or
liability for Taxes, long-term lease or unusual forward or long-term
commitment. To Universal's knowledge, no event has occurred that has
resulted in or evidences, either in any case or in the aggregate, a Material
Adverse Effect with respect to UGE, Universal or UEGL.

As of the Closing Date, (i) Universal has no Indebtedness other than
Indebtedness te Sempra incurred by Universal pursuant to the
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(k)

)

(m)

{n}

(0)

Assignment Agreement; and (i) Universal has no liability or obligation
with respect to any commodity supplier other than Sempra.

Universal has not incurred any liability or obligation for any broker’s or
finder’s fee or commission in connection with this Agreement or the
Transacion Docwments and the transactions contemplated hereby and
thereby. Universal hereby indenmifies Sempra against, and agrees that
Universal will hold Sempra harmless from, any claim, demand or liability
for any such broker’s or finder’s fees and any expenses (including
reasonable fees, expenses and disbursements of counsel) arising in
connection with any such claim, demand or liability to the extent that its
actions cause the representation made in the immediately preceding
sentence to be untrue,

Universal is an “eligible contract participant” as such term is defined in
Section 1a{12) of the Commodity Exchange Act, as amended by the
Commodity Futures Modernization Act of 2000 {the "CEA") and an
*eligible commercial entity” as defined in Section 1a(11) of the CEA.

Universal will only enter into Transactions in conjunction with its line of
business (including financial intermediation services) or the financing of
its business.

Universal will only enter into Transactions as principal and not as agent,
fiduciary or any other capacity and acknowledges that Sempra (a) is not
acting as a fiduciary or financial, investment or commodity trading
advisor for it, and (b} has not given to it (directly or indirectly through any
other person) any assurance, guaranty or representation whatsoever as to
the merits (either legal, regulatory, tax, financial, accounting or otherwise)
of any Transaction or the expected performance or result of any
Transaction.

Universal has consulted with its own legal, regulatory, {ax, finandal and
investment advisors to the extent it deems necessary, has made its own
investment, hedging and trading decisions {including decisions regarding
suitability of this Transaction) based upon its own judgment and upon
any advice from such advisors and not upon any advice or view
expressed by Sempra.

Universal understands the terms, conditions and risks (economic and
otherwise) of the Transaction contemplated by this Agreement and is
capable of assuming and will assume (financially and otherwise) those
risks.
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{q)  Universal is not required by any applicable law, as modified by the
practice of any relevant governmental revenue authority, of Canada or the
United States of America to make any deduction or withholding for or on
account of any tax from any payment (other than in respect of interest) to
be made by it to the other Party under this Agreement. )

(r)  Universal is fully eligible for the benefits of the “Business Profits” or
“Industrial and Commercial Profits” provision, as the case may be, the
“Interest” provision or the “Other Income” provision (if any) of the
Canadn-Linited States of America Tax Convention (1980), as amended, with
respect 10 any payment described in such provisions and received or to be
received by it in connection with this Agreement and no such payment is
altributable to a trade or business carried on by it through a permanent
establishment in the United States of America and each payment received
or to be received by it in connection with this Agreement will be
elfectively connected with its conduct of a trade or business in Canada.

{s)  Universal is not a non-resident of Canada for purposes of Income Tax Act
{Canada), ns amended.

Section 6.2 Sempra’s Representation and Warranty

Sempra represents and warrants that Sempra is fully eligible for the benefits of
the “Business Profits” or “Industrial and Commercial Profits” provision, as the case
may be, the “Interest” provision or the "Other Income” provision (if any) of the
Canada-LUnited States of America Tax Convention (1980), as amended, with respect to any
pavment described in such provisions and received or to be received by it in connection
with this Agreement and no such payment is attributable to a trade or business carried
on by it through a permanent establishment in Canada and each payment received or to
be received by it in connection with this Agreement will be effectively connected with
its conduct of a trade or business in the United States of America.

ARTICLE 7
COVENANTS

Section 7.1 Affimative Covenants of Universal
In addition to the other covenants contained in this Agreement, Universal shall:

{a}  pay all Taxes imposed upon Universal or any ol its properties or assets or
in respect of any of its income, businesses or franchises before any penalty
accrues thereon, and all claims (including claims for labour, services,
materials and supplies) for sums that have become due and payable and
that by law have or may become a Lien upon any of its properties or
assets, prior to the time when any penaity or fine shall be incurred with
respect thereto; provided that no such Tax or claim need be paid if it is
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(d)

(e)

being contested in good faith by appropriate proceedings promptly
instituted and diligently conducted, so tong as (i) such reserve or other
appropriate provision, if any, as shall be required in conformity with
GAAP shall have been made therefor and (ii) in the case of a Tax or claim
which has or may become a Lien against any of the Collateral, such
proceedings conclusively operate to stay the sale of any portion of the
Collateral to satisfy such Tax or clainy;

at all times maintain a svstem of accounting established and administered
in accordance with sound business practices to permit preparation of
financial staternents in conformity with GAAP;

maintain up-to-date and accurate business records concerning its
customers and its accounts receivable and maintain adequate back-up
records and disaster recovery facilities;

maintain with finandially sound and reputable insurers adequate public
liability insurance, third party property damages insurance, business
interruption insurance and casualty insurance with respect to liabilities.
losses or damage in respect of its assets, properties and business, as may
be customarily carried or mainfained under similar circumstances by a
corporation of established reputation engaged in similar businesses, in
each case in such amounts, with such deductibles, covering such risks and
otherwise on such terms and conditions as shall be customary for
corporations similarly situated within the industry. Each such policy shall
(a) name Sempra as an additional insured thereunder as its interests may
appear and (b) in the case of each business interruption and casualty
insurance policy, contain a loss payable clause or endorsement,
satisfactory in form and substance to Sempra, that names Sempra as the
loss payee thereunder for any covered loss and provides for at least 30

days prior written notice to Sempra of any modification or canceilation of

such policy;

except for any aggregate oulstanding lorg financial or physical position in
Fleciric Energy maintained by Universal comprised of Transactions with
terms of up to {ive successive years maintained in respect of marketing
programs that, when aggregated with any such outstanding long
positions in Electric Energy similarly maintained by any UGE and any
other Affiliate of Universal, shall not exceed : Pay MWhs/year,
maintain a matched trading book such that at all «r 1w any Notional
Contract Quantity that js the subject of a Transaction in respect of which
Universal is paying a Fixed Price, there is a sale by Universal to customers
of an equal quantity of Electric Energy at a price higher than the relevant
Fixed Price, and with an equivalence between the pro;ected quantity of
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(f)

Electric Energy to be delivered under such customer contracts and the
Notional Contract Quantity that is the subject of such Transaction;

permit any authorized representatives designated by Sempra to visit and
inspect any of Universal’s properties, to inspect, copy and take extracts
from its financial and accounting records, to inspect and audit its accounts
receivable, and to discuss its affairs, finances and accounts with its officers
and independent public accountants (provided that Universal may, if it so
chooses, be present at or participate in any such discussion), all upon
reasonable notice and at such reasonable times during normal business
hours and as often as may reasonably be requested by Sempra. Without
limiting the foregoing, Sempra shall have the authority to conduct from
time to time and in a reasonable manner an audit of the books and records
of Universal for the purpose of determining whether Universal has
appropriately instructed atl LDCs and other payors to make payments to
the Blocked Account or the Lackbox, as appropriate, and whether the
customers are in fact paying any of their payment obligations to
Universal;

deliver to Sempra:

(i  promptly upon any officer of Universal obtaining knowledge (A} of
any condition or event that constitutes a Termination Event
hereunder, under the UGE Agreement or under the Universal
Agreements, {B) that any Person has given any notice to Universal
or UGE or taken any other action with respect to a claimed default
or event or condition that would constitute a Termination Event
hereunder, under the UGE Agreement or under the Universal Gas
Agreement, (C)of any material condition or event affecting
Universal, UGE or UEGL or ils business, other than conditions or
events of a general economic nature, written notice of such
condition, event or change;

(ii)  as soon as available and in any event within 45 days after the end
of each month and 45 days after the end of each of the first three
Fiscal Quarters of each Fiscal Year, (A) the consolidated and
consolidating balance sheet of UEGL and Affiliates as at the end of
each such fiscal period, (B) the related statements of income and
shareholders’ equity and (C) the cumulative cash flows of UEGL
and Affiliates for the related fiscal period from the beginning of the
then current Fiscal Year to the end of such fiscal period, setting
forth in each case, in comparative form, the corresponding figures
for the corresponding fiscal periods of the previous Fiscal Year, all
in reasonable detail and certified by the chief financial officer of

29




{iii)

(iv)

UEGL or Universal that they fairly present, in all material respects,
the financial condition of UEGL and Affiliates as at the dates
indicated and the results of its operations and its cash flows for the
fiscal periods indicated, subject to changes resulting from audit and
normal year-end adjustments, and (D) a narrative report describing
the operations of UEGL and Affiliates in form reasonably
satisfactory to Sempra for each such fiscal period and for the fiscal
period from the beginning of the then current Fiscal Year to the end
of such fiscal period;

as spon as available and in any event within 90 days after the end
of each Fiscal Year commencing with the Fiscal Year ending
[December 31, 2007), {A) the consolidated and consolidating
balance sheet of UEGL and Affiliates as at the end of such Fiscal
Year and the related statements of income, shareholders’ equity
and cash flows of UEGL and Affiliates for such Fiscal Year, setting
forth in each case in comparative form the corresponding figures
for the previous Fiscal Year, all in reasonable detail and certified by
the chief financial officer of Universal or UEGL, that they fairly
present, in all material respects, the financial condition of UEGL
and Affiliates, as at the dates indicated and the results of its
operations and its cash flows for the periods indicated, (B} a
narrative report describing the operations of UEGL and Affiliates in
form reasonably satisfactory to Sempra, and (C) in the case of such
financial statements, Sempra shall have the right to request an
audited financial report thereon performed by independent
chartered accountants of recognized national standing selected by
Universal or UEGL, which report shall be unqualified, shall express
no doubts about the ability of UEGL and all of its Affiliates to
continue as a going concern, and shall state that such financial
statements fairly present, in all material respects, the financial
position of UEGL and Affiliates as at the dates indicated and the
results of its operations and its cash flows for the periods indicated
in conformity with GAAP applied on a basis consistent with prior
years {except as otherwise disclosed in such financial statements)
and that the examination by such accountants in connection with
such financial statements has been made in accordance with
generally accepted auditing standards;

as soon as available, and in any event within 10 days prior to the
beginning of each Fiscal Year, a budget for such Fiscal Year,
including projected consolidated statements of cash flows and
projected statements of income and expenses on a monthly basis;

k)

[t H




(v)

{vi)

(vii)

{viii)

{ix)

as soon as available and in any event within hwo Business Days
before the beginning of each quarler, an operating budget for that
quarter, containing projected statements of income and
expenditures by line item in substantially the form of budget(s)
delivered on the Closing Date. Such budget (as may be delivered
from lime to Bme in accordance with the provisions of this clause,
the “Budget”) shall (A} be prepared in good faith and based upon
reasonable assumptions, (B) be prepared on a basis consistent with
the operating budget delivered for such calendar year pursuant to
Section 7.1(g)(iv) and the budget delivered pursuant to this Section
7.1(g)(v) in respect of the preceding quarter, and reconcile any
material differences from such budgets, (C) provide for the timely
payiment of all obligations to Sempra under the this Agreement, (D)
not project any expenditures greater than projected cash flows
including duly-approved cash calls from shareholder{s}, (E)
provide for the mely payment of alt Taxes, including all federal,
provincial and local withholding taxes, all sales and use taxes and
all gross receipts taxes and (F) be satisfactory to Sempra in its
reasonable discretion as a ereditor of Universal supplying services
pursuant to this Agreement and as otherwise agreed between the
Parties on the payment and other terms set forth in this Agreement;

promptly after request by Sempra, an accounts receivable aging
report and an estimate of Taxes due in respect of accounts
receivable for the previous calendar month then ended, certified by
an officer of Universal as true and correct;

as saon as available and in any event within 35 days following the
end of each calendar month, a churn report in form and substance
reasonably satisfactory to Sempra, certified by am officer of
Universal as true and correct, listing, by LDC, the amount and
location of all new customers of Universal and the amount of ali
Persons who have ceased being customers of Universal during the
previous calendar month then ended;

as soon as available and in any event within 35 days following the
end of each Fiscal Year, a churn report in form and substance
reasonably satisfactory to Sempra, certified by an officer of
Universal as true and correct, listing, by LDC, the names and
locations of customers of Universal as of the end of such Fiscal
Year;

promptly upon a request made by Sempra, a report, certified by an
oificer of Universal as true and correct, stating all accruals of then-
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(1)

)

unbilled accounts receivable from the LDCs in respect of Electric
Energy delivered and the estimated amounts of any imbalances at
the end of that calendar month with all relevant LDCs {each such
estimate to be made in good faith and based on reasonable

assumptions);

{(x)  on each Business Day in respect of the previous calendar day, the
accounts receivable roll forward report in a form and in substance
reasonably satisfactory to Sempra stating by LDC the current aging
of accounts receivable, cutrent sales, collections, adjustments and
ending balances of accounts receivable;

(xi} within five Business Days following the end of each calendar
month, and in a form acceptable to Sempra, an information matrix
of each LDC to which Universal is marketing as at the end of that
calendar month including: the number of customers per LDC, the
total monthly usage by LDC, the percentage of monthly total usage
by LDC, the pricing structure and percentage pricng structure
within each LDC, the margin per unit by pricing structure per LDC,
and the monthly average sales by LDC;

{(xil) promptly after the request by Sempra, a compliance certificate in a
form approved by Sempra, acting reasonably; and

{xiii) any other informalion reasonably requested by Sempra;

direct each customer and each other obligor, including master payors on
credit card receipts, UGE and the LDCs, to remit all payments owed by
such customer or payor.as and when due to the Blocked Accounts, if such
payment is by wire transfer, or to the Lockbox, if such payment is by
cheque, and require that, except for any rights of set off the LDCs may
have against Universal, all payments made by any such Person are made
without regard to any set off rights such Person may have under any
other agreements with Universal;

hold any cheques or amounts otherwise received directly by Universal
from any customer or other Person in trust for Sempra and promptly
place or deposit such cheques or amounts otherwise received into the
Lockbox or directly to the Blocked Account;

promptly give nolice to Sempra upon any officer of Universal becoming
aware of (a) the insbtution of, or non frivolous threat of, any Proceeding
against or affecting Universal or any property of Universal not previously
disclosed in writing by Universal or (b) any material development in any
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(k)

0

{m}

(n)

{0}

Section 7.2

Proceeding thal, in any case if adversely determined, has a reasonable
possibility of giving rise to a Material Adverse Effect;

comply with the requirements of all applicable laws, rules and regulations
and orders of any Governmental Enlity, non compliance with which could
reasonably be expected to result in, individually or in the aggregate, a
Material Adverse Effect;

prompily take any such actions as Sempra inay reasonably request to
insure that, at all times, Sempra is satisfied with Universal’s accounts
receivable and its arrangements with ils customers and the LDCs
delivering Electric Energy to such customers, including, the payment
directions made to such customers and LDCs;

within 3 Business Days following the end of each calendar month {or
more frequently if requested by Sempra). provide Sempra with a report
for that calendar month, in form and substance reasonably satisfactory to
Sempra, setting forth {4) the name of each LDC that has delivered Eleciric
Energy to an Electric Energy customer of Universal since the date of the
last report provided to Sempra under this Section 7.1{m) that was not
included in such last report, and (B) a list of all customers (in a digital or
other format) that are invoiced or billed directly by Universal {(and not
through a LDC) ;

deliver to Sempra such Tax forms, documents, certificates, reports or
returns necessary to permit Sempra to both receive all payments made by
Universal in respect of any Transactions, and confirm that all payments
made by Universal to Sempra in respect of any Transactions shall be
received free of any withholding Tax or deduction or any stamp,
registration or similar Tax; and

without limitation, comply with the terms hereof, including the margin
provisions set forth in Section 7.3.

Negative Covenants of Universal

Universal shall not:

(a)

directly or indirectly purchase Electric Energy from any third party other
than through the IESO-administered market and the amount of Electric
Energy purchased by Unijversal from the [ESO-administered market shall
equal the amount of Electric Energy required to be supplied by Universal
to its customers;
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{c)

directly or indirectly enter into any swap, option or other financially or
physically settled derivative transaction with any third party except with
the prior written consent of Sempra;

directly or indirecily, create, incur, assume, or guaranty, or otherwise
become or remain directly or indirectly liable with respect to, any
Indebtedness or directly or indirectly, create or become liable with respect
to any Contingent Obligation except to the extent expressly permitted by
Sempra in writ-Z" =~ ~ided. thal, notwithstanding anything herein to the
contrary, after “SSPME"\ Universal may issue to one third-party that
will act as both gas supplier and Electricity Swap counterpart to a New
Supply Alfiliate (as defined below), a guaranty (a “New Supplier
Guaranty”) of any Indebtedness which arises under a gas supply and
Electricity Swap arrangement with such third-party where (i) such third-
party has committed under such gas supply and Electricity Swap
arrangement to supply gas and enter into Electricity Swaps in respect of
the full customer load requirements of such New Supply Affiliate for a
period of timme that extends beyond the date on which Universal shall be
required to have satisfied all of Universal’s payment and other obligations
to Semnpra hereunder, (ii) such New Supply Affiliate has simultaneously
issued a guaranty, satisfactory to Sempra, to Sempra of the Secured
Obligations (as such term is defined in the Security Agreement) of
Universal to Sempra and (iii) such New Supply Affiliate has created in
favour of Sempra, pursuant to such documentation as shall be satisfactory
to Sempra, a Silent Second Lien over all of its property and undertaking,
then-owned or thereafter acquived and any proceeds thereof, and any
property or undertaking in which it then has or thereafter acquires an
interest and any proceeds thereof. Notwithstanding the previous
sentence, in the event that Sempra, upon a request made by Universal,
notifies Universal in writing that it is reasonably satisfied that Universal
has obtained, or will obtain, from one or more third-parties, a Non-
Leveraged Commitment (as defined below) to supply gas in respect of the
full customer gas load requirements of a New Supply Affiliate for a period
of time that extends beyond the date on which Universal shall be required
to have satisfied all of Universal’s payment and other obligations to
Sempra hereunder, Universal shall be permitted to issue a New Supplier
Guaranty to one third-party that will act only as Electridty Swap
counterpart to such New Supply Affiliate so long as the other
requirements set forth in the previous sentence are met. A “New Supply
Affiliate” is an Affiliate of Universal that is not a Subsidiary of Universal
or UGE, that is formed to actively market gas and/or electric energy to
end-use customers, and that actively engages in such marketing, and with
which Sempra has no commodity supply or other obligations. A “Non-
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(d)

(€)

)

Leveraged Commitment” is a commitment from one or more third-party
gas suppliers to supply gas to a New Supply Affiliate without the need for
Universal io guaranty or otherwise become or remain liable with respect
to, or grant any Lien over its property as collateral security for, or
otherwise credit support, the obligations and Indebtedness of such New
Supply Affiliate, )

except with the prior written consent of Sempra, directly or indirectly,
create, incur, assume or permit to exist any Lien on or with respect to any
property or asset of any kind {including any document or instrument in
respect of goads or accounts receivable) of Universal, whether now owned
or hereafter acquired, or any income or profits therefrom, or file or permit
the filing of, or permit to remain in effect, any financing statement or other
similar notice of any Lien with respect to any such property, asset, income
or profits under any recording or notice statute, except for (i) Permitted
Liens and (ii) security deposits with LDCs in accordance with industry
practice and guidelines;

except with the prior written consent of Sempra, enter into any agreement
prohibiting the creation or assumption of any Lien upon any of its
properties or assets, whether now owned or hereafter acquired, except
with respect to specific property encumbered to secure payment of
particular Indebtedness permitted hereby or to be sold pursuant to an
executed agreement with respect to an Asset Sale permitted hereby;

except to the extent expressly permitted by Sempra in writing, directly or
inclirectly, make or own any Investment in any Person, including any joint
venture, or acquire, by purchase or otherwise, all or substantially all the
business, property or fixed assets of, or capital stock or other ownership
interest of any Person, or any division or line of business of any Person, or
acquire any Subsidiary, unless immediately prior to making any such
fnvestment, (i} the Held Margin Amount is equal to the Current Margin
Amount as calculated by Sempra on the most recent Margin
Determination Day, (i} the Held Margin Amount in respect of the UGE
Agreement is equal to the Current Margin Amcunt under the UGE
Agreement as calculated by Sempra on the most recent Margin
Determination Day in accordance with the UGE Agreement, and (it} the
Held Margin Amount in respect of the Universal Gas Agreement is equal
to the Current Margin Amount under the Universal Gas Agreement as
calculated by Sempra on the most recent Margin Determination Day in
accordance with the Universal Gas Agreement; provided, that Universal
may, at any time, make and own Investments in Cash Equivalents;




(g)

(h)

(1)

alter its corporate, capital or legal structure (other than to establish a
Subsidiary in connection with an Investment), or enter into any
transaction of merger or consolidation, or liquidate, wind-up or dissolve
itself (or suffer any liquidation or dissclution), or convey, sell, lease or
sub-lease (as lessor or sublessar), transfer or otherwise dispose of, in one
transaction or a series of transactions, all or any part of its business,
property or assets {including its notes or receivables}, whether now
owned or hereafter acquired, without the prior written consent of Sempra;

directly or indirectly, enter into or permit to exist any transaction
(including the purchase, sale, lease or exchange of any property or the
rendering of any service) with any holder of 3% or more of any class of
equity Securities of Universal or with any Affiliate of Universal or of any
such holder, on terms that are less favourable to Universal than those that
might be obtained at the time from Persons who are not such a holder or
Affiliate; provided that, the foregoing restriction shall not apply to
reasonable and customary fees paid to members of UEGL's or Universal's
board of directors or salaries paid to the shareholders of Universal who
are employees of Universal if such salaries are consistent with the salaries
paid on a historical basis to such shareholders and salaries paid at that
time to the employees of Universal who are not shareholders of Universal;

except as otherwise expressly permitted by Sempra in writing, (i) during
the first two years after the IPO Date, declare or pay any dividends (other
than in stock} or rehwn any capital to its shareholders or authorize or
make any other distribution, payment, or delivery of property or cash to
its shareholders as such, or redeem, retire, purchase or otherwise acquire,
directty or indirectly, for a consideration, any shares of any class of its
capital stock, now or hereafter putstanding (or any warrants or options or
stock appreciation rights in respect of any such shares), or set aside any
funds for any of the foregoing purposes, or purchase or ctherwise acquire
for consideration any shares of any class of capital stock of Universal now
or hereafter outstanding (or any options or warrants or stock appreciation
rights issued with respect thereto) {any of the foregoing actions, a
“Dividend Event”) and (ii) after the second annual anniversary of the IPO
Date, cause any Dividend Event to occur that would require a payment,
set-aside or distribution by Universal of an amount of cash, interests or
property with a current market value that exceeds 75% of the Free Cash
earned by Universal during such Contract Year; provided, that,
notwithstanding anything herein to the contrary, Universal shall not cause
any Dividend Event to occur (1) unless immediately prior to such
Investment Dividend Event (a) the Held Margin Amount is equal to the
Current Margin Amount as calculated by Sempra on the most recent
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Margin Determination Day, (b) the Held Margin Amount in respect of the
UGE Agreement is equal to the Current Margin Amount under the UGE
Agreement as calculated by Sempra on the most recent Margin
Determination Day in accordance with the UGE Agreement and (¢) the
Held Margin Amount in respect of the Universal Gas Agreement is equal
to the Current Margin Amount under the Universal Gas Agreement as
calculated by Sempra on the most recent Margin Determination Day in
accordance with the Universal Gas Agreement or (2} if a "Tenmination
Event” has occurred and is continuing hereunder or under the UGE
Agreement ar the Universal Gas Agreement;

()  directly or indirectly enter into any physically-settled Electric Energy sale
transaction with any third parties involving a Fixed Price other than
where, prior to or contemporaneously with entering into any such
transaction, Universal shall enter into a transaction with Sempra that fully
hedges the price risk associated with such Fixed Price transaction such
that such transaction with the third party will be profitable to Universal;
provided that Sempra’s decision to enter inte any such hedging
fransaction with Universal shall be made by Sempra in Sempra’s sole
discretion;

(k) directly or indirectly enter into any Eleclric Energy sale transaction with
any Person (other than those Persons to which Sempra may agree in
writing) that results in Universal fixing the price of such Person’s Electric
Energy purchases in respect of more than (i) 28/ hour for any day or

i1 g in value for any 30-day period; provided, that Universal ma+

not sell both gas and ~'actric energy to a single user of more tha: P

gigajoules/day angZE88W /hour, excepl as approved in advance by

Sempra’s credil department;

)] directly or indirectly enter into any Electric Energy sales transactions with
any Person that consumes more than the maximum daily volume
guaranteed by a LDC without the prior written approval of Sempra after a
formal credit review by Sempra;

{m) except to the extent expressly permitted by Sempra in writing after a
formal credit review by Sempra, directly or indirectly enter into or remain
a party to any transaction in respect of Electric Energy with a third party
other than a LDC shere such third party’s purchase price of such Electric
Energy is not fully guaranteed by a LDC;

{n)  market or enter into financially- or physically-settled transactions in
respect of gas or Electric Energy in any jurisdiction without the prior
written consent of Sempra other than (i) gas and Electric Energy in the
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(p)

1

{r)

Province of Ontario, Canada, (ii) gas in the Province of British Columbia,
Canada and (iii) gas and FElectric Energy in the Province of Alberta,
Canada; provided, that, prior to Universal marketing or entering into
financially- or physically-settled transactions in respect of gas and/or
Electric Erergy in any of Alberta, British Columbia or any other
jurisdiction in which Universal is not currently engaged in marketing
activity {each, a “New Jurisdiction”), (i) the Board of Directors of UEGL
shall first authorize the commencement of such activities in such New
furisdiction and (i} Universal shall obtain Sempra’s written confirmation
(that Sempra may reasonably withhold) that Sempra is satisfied that the
regulatory environment in such New Jurisdiction relating to the retail sale
of gas and/or Electic Energy, as the case may be, is nof, in Sempra’s
reasonable opinion, materially different than in the jurisdictions in which
Universal then-currently does business; and provided, fiirtler, that Sempra
may require that all Transactions entered into between Sempra and
Universal to meet Universal's quantity requirements in any New
furisdiction be hedges of Sleeve Transactions.

enter into linanciallv- or physically-settled transactions in respect of gas or
electric energy for a fixed price with a term of greater than five years;

enter into financially- or physically-settled transactions in respect of gas
or oleetric energv -« purchaser for a fixed price of greater than

Migajoule or mw h;

enteér into new customer contracts in any Contract Year if the sum of (i)
the number of Customer-Equivalents associated with all new customer
contracts entered into by Universal during such Contract Year and (ii) the
number of Customer-Equivalents associated with all new customer
contrarts entered into by UGE during such Contract Year, would exceed
w Customer-Equivalents during such Contract Year;

take any action in furtherance of the type of actions described in clauses
(i1} through (viti) {inciusive) of Section 8.1{e} with respect o itself or its
assets, without first obtaining the prior written consent of Sempra;

enter into any transaction in respect of Electric Energy with a customer if,
after giving effect to the Transaction that would be required hereunder in
order to hedge the price risk assaciated with such transaction, the amount
determined in accordance with the following formula {the “Notional
Exposure Amount”) would equal or exceed CDI . -

h First, for each Electricity Swap entered into by Universal, UGE and
any other Affiliate of Universal with Sempra, including pursuant to this
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Section 7.3
{2)

Agreement (including the subject Electricity Swap proposed to be entered
into by Universal), determine of the product of:

(i) the remaining notional contract quantity in respect of such
Electricity Swap (in MWh); multiplied by

(i) the fixed price payable by Universal or such Affiliate (as the
case may be) with respect to that Eleciricity Swap (in
CDNS/MWh);

(2}  Second, determine the sum of the amounts calculated in accordance
with (1) above for all Electricity Swaps {such sum, the “Swap Exposure”);

(3)  Third, for each gas transaction entered into by Universal, UGE and
any other Affiliate of Universal with Sempra, including pursuant to the
UGE Agreement and the Universal Gas Agreement, determine the
product of: ‘

{i) the remaining coniract quantity of gas to be delivered in
respect of such gas transaction (in GJ); multiplied by

(i} the contract price payable by Universal or such Affiliate {as
the case may be) with respect to that gas transaction (in
CDN$/GJ);

(1)  Fourth, determine the sum of the amounts calculated for all gas
tfransactions in accordance with (3} above (such sum, the “Gas
Exposure”); and

(3)  Eifth, determine the Noticnal Exposure Amount by calculating the
sum of the Swap Exposure plus the Gas Exposure; or

erter into any Transaction hereunder or otherwise other than to hedge
Universal’s fixed price risk associated with its aggregate Customer Electric
Energy load requirements. -

Universal Margin Requirements

Commencing on the second annual anniversary of the IPO Date, and on
the first Business Day of each calendar month occurring thereafter (each
such day, a “Margin Determination Day”), Universal will deliver to any
bank account that Sempra designates from time to time, by wire (ransfer
of immediately available funds, an amount in cash equal to any Required
Margin Amount {as defined below) hereunder. For the avoidance of
doubt, Universal may also have an additional Required Margin Amount
due in respect of the Universal Gas Agreement and the UGE Agreement.
3




(b)

(c)

As used herein, “Required Margin Amount” shall be any amount by
which the Current Margin Requirement (as defined below) exceeds the
aggregate amount of cash margin previously delivered by Universal to
Sempra that Sempra has not returned to Universal (the “Held Margin
Amount”), as calculated by Sempra. Universal’s “Current Margin
Requirement” shall be calculated by Sempra by determining the solution
to the following formula:

Current Margin Requirentent = (.33

Where:

A= The aggregate remaining Notional Contract Quantity (in MWhs) in
respect of all Transactions hereunder with respect to which the Fixed Price
is less than $65.00;

B= The aggregate remaining Notional Contract Quantity (in MWhs) in
respect of all Transactions hereunder swith respect to which the Fixed Price
is between 365.00 and $80.00 (inclusive); and

C= The aggregate remaining Notional Contract Quantity (in MWhs) in
respect of all Transactions hereunder with respect to which the Fixed Price
is in excess of $80.00;

provided, that, if at any time of the determination thereof, the sum (such
sum being the “Aggregate Current Margin Requirement”) of (i) the
Current Margin Requirement of Universal hereunder, (i} the “Current
Margin Requirement” of Universal determined under the Universal Gas
Agreement, (iii) the “Cyrrent Margin Requirement” of UGE, determined
under the UGE Agreement, shall be less than : Bany such
shortfall, the “Aggregate Margin Shortfall”), the Current Margin
Requirement of each of Universal and UGE shall be increased by an
amount equal to such party’s Pro Rata Portion (as defined below) of such
Aggregate Margin Shortfall. A party’s “Pro Rata Portion” of an
Aggregate Margin Shortfall shall be determined by multiplying the
current Aggregate Margin Shortfall by a fraction, the numerator of which
is such party’s Current Margin Requirement prior to the addition of its
Pro Rata Portion and the denominator of which is the Aggregate Current
Margin Requirement prior to the addition of any party’s Pro Rata Portion.

If on any Margin Determination Day, the Held Margin Amount exceeds
Universal’s Current Margin Requirement, Sempra shall, on such day,
return any such excess amount in cash to the Blocked Account for
application in accordance with Section 6.9.
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(d)

{e)

f

Section 8.1

Sempra shall hold all cash delivered by Universal in respect of Universal’s
Current Margin Requirement as margin Collateral in accordance with the
terms of the Security Agreement. In accordance with the Security
Agreement, Universal grants to Sempra a lien and security interest in all
such margin Collateral, and all such margin shall constitute Collateral to
secure the "Secured Obligations” (as such term is defined in the Security
Agreement) of Universal to Sempra. Sempra shall have the free and
unrestricted right to use and dispose of the margin Collateral and such
other rights and remedies with respect to the margin Collateral as are set
forth in the Security Agreement

All margin Collateral held by Sempra shall bear interest calculated on a
daily basis at overnight LIBOR as from time to time in effect, with the
amount of any interest accrued and unpaid payable on the Settlement
Date in each month into the Blocked Account for application in
accordance with Section 4.10.

In the event that Universal fails to provide to Sempra all or any portion of
a Required Margin Amount when due, such shortfall shall constitute an
“Qutstanding Margin Amount” and Sempra shall be entilled to apply
amounts deposited in the Blocked Account to reduce such Outstanding
Margin Amount in accordance with Section 4.10.

ARTICLE B
TERMINATION AND LIQUIDATION

Termination Events

For purposes of the Transaction Documents, on or after the Closing Date, a
“Termination Event” shall mean the occurrence of any of the following conditions or
events with respect to a Party (in which case such Party shall be the “Defaulting Party”
and the other Party shall be the “Non-Defaulting Party”):

{a)

{b)

()

any failure by it to pay any amounts due hereunder on or before the dates
specified for payment hereunder if not remedied within five Business
Days after receiving notice of that default from the Non-Defaulting Party;

any representation, warranty, certification or other statement made by it
in any Transaction Document shall prove to be untrue in any material
respect on the date as of which such statemenl is made or deemed made;

with respect to Universal only, Universal shall default in the due
performance or observance by it of any covenant contained in Section 7.2
of this Agreement;
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(d)

(e)

(£}

default in the due performance or observance by it of any other term,
covenant or agreement contained in the Transaction Documents other
than a default provided for in any other clause of this Section 8.1 and
Section 8.4 and such default shall not have been remedied or waived
within five Business Days or receipt of notice of such default from the
Non-Defaulting Party; ‘

it (i) becomes insolvent or is unable to pay its debts or fails or admits in
writing its inability generally to pay its debts as they become due; (ii)
makes a general assignment, arrangement or composition with or for the
benefit of its creditors; (ii) institutes or has instihuted against it a
proceeding seeking a judgment of insolvency or bankruptcy or any other
relief under any bankruptcy or insolvency law or other similar law
affecting creditors’ rights, or a petition is presented for its winding up or
liquidation; (iv) has a resolution passed for its winding up, official
management or liquidation (other than pursuant to a consolidation,
amalgamation or merger); (v) seeks or becomes subject to the appointment
of an administrator, provisional liquidator, conservator, receiver, trustee,
custodian or other similar official for it or for all or substantially all its
assets; (vi) has a secured party take possession of all or substantially all its
assets or has a distress, execution, attachment, sequestration or other legal
process levied, enforced or sued on or against all or substantially all its
assets; (vii) causes or 15 subject to any event with respect to it which, under
the applicabie laws of any jurisdiction, has an analogous effect to any of
the events specified in clauses (i) to (vi} inclusive; ar (viii) takes any action
in furtherance of, or indicating its consent to, approval of, or acquiescence
in, any of the foregoing acts;

with respect to Universal only, any order, judgment or decree shall be
entered against Universal decreeing the dissolution of Universal or any
money judgment is entered against Universal or an armount exceeding in
the aggregate $500,000 and such money judgment remains unsatisfied for
30 days following the date on which all appeal periods with respect to
such judgment have expired;

with respect to Universal only, a Change in Contro! of Universal shall
have occurred;

with respect to Universal only, any conveyance, sale, transfer or other
disposition of, in one transaction or a series of transactions, all or
substantially all of its business, property or assets, whether now owned or

hereafter acquired;
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(i)

)

(k)

6

(m)

with respect to Universal only, if (i) any Transaction Document or any
provision of any Transaction Document, for any reason other than the
satisfaction in full of all obligations thereunder, shall cease to be in full
force and effect {other than in accordance with its terms), shall be
terminated or shall be declared to be null and void, (i) Sempra shall not
have or shall cease tv have a valid and perfected First Priority Lien in any
Collateral, except as permitted hereunder or under the Security
Agreement, purported to be covered by the Security Agreement, or
(i} Universal shall contest the validity or enforceability of any
Transaction Document or any provision thereof in writing or deny in
writing that it has any further liability under any Transaction Document
or any provision thereof to which it is a party;

with respect to Universal only, if (i) the UEGL Guarantee, the UEGL
Pledge Agreement, or any provision of either such docurnent, for any
reason other than the satisfaction in full of all obligations thereunder, shall
cease to be in full force and effect {other than in accordance with its
terms), shall be terminated or shall be declared to be null and void,
(ii) Sernpra shall not have or shall cease to have a valid and perfected First
Priority Lien in any Securities pledged to Sempra pursuant to the UEGL
Pledge Agreement, (iii) UEGL shall contest the validity or enforceability of
the UEGL Guarantee or the UEGL Pledge Agreement or any provision
thereof in writing or deny in writing that it has any further liability
thereunder or any provision thereof to which it is a party, or (iv} either of
UEGL or UGE shall be the subject of an event specified in Section 8.1{e);

with respect to Universal only, there is, at any time, a material adverse
change in (i) the financial condition of Universal, UGE or UEGL (ii) the
collection of accounts receivable by Universal, UGE or UEGL, or (iii) the
effectiveness of the arrangement concerning collateral (including as a
result of repudiation);

with respect to Sempra only, if Sempra Energy’s most recent credit rating
for its long term senior, unsecured debt falls below the lower of BBB- by
S&P or Baa3 by Moody's, and Sempra does not provide to Universal
security in the form, amount and term reasonably specified by Universal
within 5 Business Days of a request by Universal after such credit
downgrade;

with respect to Universal only, if at any time of the determination thereof
by Sempra 40% or more of the Notional Exposure Amount relates to
Flectricity Swaps and gas transaclions entered into by Universal, UGE,
and any other Affiliate of Universal with Sempra to hedge the commodity
price risk associated with customers in the United States;
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(n)  with respect to Universal only, if Universal or any of ils Affiliates
including UGE shall fail to make any payment when due (or within any
applicable grace period) under any other agreement to which Universal or
any of its Affiliates is a party with Sempra (including the Universal Swap
Agreement and the UGE Agreement) or Universal or any of its Affiliates
shall otherwise default under any such agreement with Sempra or any
event shall have occurred as a result of any action or omission of
Universal or any of its Affiliates or any event relating to or affecting
Universal or any of its Affiliates or its, or their, property which shall give
Sempra the right to terminate any such agreement;

(o)  with respect to Universal only, at any time (i) the aggregate amount owed
by any single LDC to Universal and any Affiliates of Universal including
UGE exceeds Sempra’s then current exposure limit for such LDC or (ii}
any relevant LDC shall cease to guarantee customer payments (including
as a result of any action taken by Universal);

(p)  with respect to Universal only, Universal and/or any Affiliate of
Universal other than Terra, any Subsidiary of Terra or any shareholder of
UEGL, shall, in the aggregate, without the prior written consent of
Sernpra, make direct or indirect contributions to, or Investments in, Terra
or any subsidiary of Terra, in an aggregate amount exceeding $20,000,000;

or

{q)  with respect to Universal only, Sempra shall not be permitted to appoint a
director to the board of directors of Universal.

Section8.2  Liquidation

Upon the occurrence of a Tetmination Event, the Non-Defaulting Party shall
have the right, in addition to any other remedies hereunder, to immediately, without
prior notice to the Defaulting Party, for so long as the Termination Event is continuing:

{a}  suspend its performance under the Transactions then outstanding at any
time and from time to time; or

(b)  liquidate and terminate the Transactions then outstanding at any time and
from time to time and accelerate the payment of any amounts due in
respect hereof and thereof.

Upon any such liquidation and termination, the Non-Defaulting Party shall, forthwith
alter such termination and liquidation, calculate, in a commercially reasonable manner,
a Seitlement Amount for this Transaction, including for each Transaction outstanding
hereundery, as of the time of the termination hereof or as soon thereafter as is reasonably
practicable and a Net Settlement Amount. The Non-Defaulling Party shall use

4q




reasonable efforts to give notice to the Defaulting Party that a liquidation pursuant to
this Section 8.2 has occurred before the close of business on the Business Day following
such liquidation, provided that failure to give such notice shall not affect the validity or
enforceability of the liquidation or give rise to any claim by the Defaulting Party against
the Non-Defaulting Party.

Secton 8.3 Settlement Amount

As used herein, the term “Settlement Amount” shall mean the net of all losses
and costs (or gains), expressed in Canadian dollars, as calculated by the Non-Defaulting
Party in any commercially reasonable manner, which the Non-Defaulting Party incuss
as a result of a liquidation, pursuant to this Article §, of each Transaction entered into
hereunder, including the net of all losses and costs {or gains) incurred by the
Non-Defaulting Party as a result of the liquidation of each Transaction based upon the
then current replacement value thereof and, at the Non-Defaulting Party’s option, but
without duplication, the net of all losses and costs which the Non-Defaulting Party
incurs as a result of maintaining, terminating, obtaining or re-establishing any hedge or
related trading positions. The Non-Defaulting Party shall set off (i) any Settlement
Amounts that are due to the Defaulting Party, phis any margin or other Collateral
which is cash or Cash Equivalents then held by the Non-Defaulting Party, plus (at the
Non-Defaulting Party’s eleclion) any or all other amounts due to the Defaulting Party
by the Non-Defaulting Party (whether under this Agreement or otherwise and whether
or not then due) against (i} any Settlement Amounis that are due to the Non-Defaulting
Party, plus any margin or other collateral which is cash or Cash Equivalents then held
by the Defaulting Party, plus (at the Non-Defaulting Party’s election) any or all other
arnounts due to the Non-Defaulting Party by the Defaulting Party (whether under this
Agreement or otherwise and whether or not then due), so that all such amounts shall be
netted to a single liquidated amount payable by one Party to the other Party {the “Net
Settlement Amount”). The Net Settlement Amount shall be due and payable to or from
the Non-Defaulting Party as appropriate. A Party with a Net Settlement Amount
payment obligation shall pay such amount lo the other Party within one Business Day
of receipt from the Non-Defaulting Party of notice of such calculation. In calculating
any Settlement Amount and the Net Settlement Amount, the Non-Defaulting Party
shall discount to present value {in a commercially reasonable manner based on rates for
the applicable period) any amount which would otherwise have been due at a later date
(and shall be permitted to make a reasonable estimate of any such amount) and shall
add interest {at a rate determined in the same manner} to any amount due prior to the
date of the calculation. After the occurrence of a Termination Event, the Defaulting
Party shall be responsible for all costs and expenses incurred by the Non-Defaulting
Party as a result of the occurrence of such Termination Event (including reasonable
attorneys’ fees and disbursements}.




Section 8.4  Additional Rights; Limitation of Damages

A Party’s rights under this Arlicle 8 are in addition 1o, and not in limitalion or
exclusion of, any other rights which that Party may have (whether by agreement,
operation of law or otherwise). In no event shall either Party be Tiable to the other Party
for consequential, incidental, punitive, exemplary or indirect damages in tort, for
contract or otherwise.

ARTICLES
INDEMNITY AND EXPENSES

Section9.1  Indemnity by Universal

Universal agrees to indemnify Sempra from and against any and all claims,
losses and liabilities in any way relating lo, growing out of or resulting from this
Agreement and the Collateral Documents (inctuding enforcement hereof and thereof},
except to the extent such claims, losses or liabilities result primarily from Sempra’s
gross negligence or wilful misconduct as finallv determined by a court of competent
jurisdiction.

Section 9.2 Costs and Expenses of Enforcement

Universal agrees lo pay to Sempra npon demand in cash the full amount of all
costs and expenses (including the reasonable fees and expenses of its counsel and of any
experts and agents) that Sempra may incur in connection with (i) the exercise or
enforcement of any of the rights of Sempra under this Agreement and the other
Transaction Documents upon the occurrence of a Termination Event, (ii) the faiture by
Universal to perform or observe any of the provisions of this Agreement and the other
Transaction Documents, or (iii) the custody, preservation, use of, or the sale of,
collection from, or other realization upon, any of the Collateral.

Section 9.3  Costs and Expenses of Litigation

In the event of any litigation hereunder, the losing Party shall pay the prevailing
Party’s reasonable expenses, including attorneys fees, expert fees, and court costs, of
litigation and litigation preparation.

Section 9.4 Survival

The abligations of the Parties in this Article 9 shall survive the termination of this
Agreement and the discharge of the Parties’ other obligations under the Transaction
Documents.

46




ARTICLE 10
MISCELLANEOUS

Section 10.1 Regulatory

It is understood by the Parties that this Agreement and the performance
hereunder is subject to all present and future valid and applicable laws, orders, statutes,
and regulations of courts or regulatory bodies (state, municipal, provincial or federal)
having jurisdiction over the Parties hereto, or any Transaction hereunder.

Section10.2  Information

Universal agrees to provide Sempra with information that Sempra deems
necessary concerning any term or provision as set forth in any documentation
evidencing a Transaction.

Section 10.3  Term and Termination of Obligation to Enter into Transactions

The obligation of Sempra and Universal to enter into Transactions shall
terminate on the earlier of (a) June 30, 2010 and (b} the date of termination, liquidation
and settlement by the Non-Defaulting Party pursuant to Article § after the occurrence of
a Termination Event. Subject to Section 9.4, the remaining terms of this Agreernent
shall remain in full force and affect until the satisfaction by both parties of all of their
respective abligations hereunder and. in respect of all Transactions entered into
hereunder.

Section 104  Amendments, etc.

No term or provision of this Agreement shall be amended, modified, altered,
waived, or supplemented except in a wriling signed by the Parties hereto. Any such
waiver shall be effective only in the specific instance and for the specific purpose for
which it was given. :

Section10.5 Notices

Any notice or other communication herein required or permitted to be given
shall be in writing and may be sent by facsimile or ather mutually agreed electronic
means, by courier or by hand deliv ery and, unless otherwise specified herein, shall be
deemed to have been given when delivered in person or by courier service, or upon
receipt of a lacsimile, to a Party at the following address or facsimile number or such
other address or facsimile number as shall be designated by such Party in a writlen
notice delivered to the other Parly hereto:

(a) For notices sent to Universal, to:

¢/o Universal Energy Group Ltd.
25 Sheppard Avenue West, Suite 1605
Toronto, ON M2N 656
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Attention: Mark Sitver
Telephone: {416) 221-8998
Facsimile: (416) 221-4787

{b)  For notices sent 1o Sempra with respect to matters other than operations,
ta:

Sempra Energy Trading Carp.
38 Comimerce Road
Stamford, CT 06902
Attention: General Counsel
Telephone: (203) 355-3510
Facsimile: (203) 355-5410

For notices sent to Sempra with respect to operations:

Sempra Energy Trading Corp.
383 Commerce Road

Stamford. CT 06902
Attention: Operations
Telephone: (203} 355-5602
Facsimile: {203) 355-3630

Section 10.6  Failure or Indulgence Not Waiver; Remedies Cumulative

No failure or delay on the part of Sempra or Universal in the exercise of any
power, right or privilege hereunder shall impair such power, right or privilege or be
consirued to be a waiver of any default or acquiescence therein, nor shall any single or
partial exercise of any such power, right or privilege preclude any other or further
exercise thereof or of any other power, right or privilege. All rights and remedies
existing under this Agreement are cumulative to, and not exclusive of, any rights or
remedies otherwise available.

Section 10.7  Severability

In case any provision in or cbligation under this Agreement shall be invalid,
illegal or unenforceable in any jurisdiction, the validity, legality and enforceability of
the remaining provisions ar obligations, or of such provision or obligation in any other
jurisdiction, shall not in any way be affected or impaired thereby unless such invalidity,
illegality or unenforceability materially impairs the economic benefit of protections
deemed by a Party from the Transaction, taken as a whole.

Section 10.8  Confidentiality
Neither Party lo this Agreement shall disclose the terms or conditions of this
Agreement or the Transaction to a third party (other than such Party’s employees,
lenders, counsel, accountants or advisors who need to know such information and have
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agreed to keep such terms confidential); except in order to comply with any applicable
law, regulation, or any exchange, control area or independent system operator rule or in
connection with any court or regulatory proceeding; provided, however, each such
Parly shall, to the extent practicable, use reasonable efforts to prevent or limit the
disclosure. The Parties shall be entitled to all remedies available at law or in equily to
enforce, or seek relief in connection with, this contidentiality obligation.

Section 10.9 Recording

Each Party consents to the recording of all telephone conversations between its
employees and the employees of the other Party and agrees to obtain any necessary
consent of, and give notice of such recording to, its employees. Any such recordings
may be introduced as evidence in any legal proceeding Lo establish proof of any matter
relating to this Agreement.

Section 10.10 Governing Law; Terms

THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF THE
PARTIES HEREUNDER SHALL BE GOVERNED BY, AND SHALL BE CONSTRUED
AND ENFORCED IN ACCORDANCE WITH, THE SUBSTANTIVE LAWS OF THE
PROVINCE OF ONTARIO AND THE LAWS OF CANADA APPLICABLE THEREIN,
WITHOUT RECARD TO RULES ON CHOICE OF LAW.

Section 10.11 Consent to Jurisdiction and Service of Process

ALL JUDICIAL PROCEEDINGS BROUGHT AGAINST UNIVERSAL OR
SEMPRA ARISING OUT OF OR RELATING TO THIS AGREEMENT, OR ANY
OBLIGATIONS HEREUNDER, MAY BE BROUGHT IN THE SUPERIOR COURT OF
JUSTICE OF ONTARIO. BY EXECUTING AND DELIVERING THIS AGREEMENT,
EACH OF SEMPRA AND UNIVERSAL, FOR ITSELF AND IN CONNECTION WITH
ITS PROPERTIES, [RREVOCABLY (I) ACCEPTS GENERALLY AND
UNCONDITIONALLY THE NON-EXCLUSIVE JURISDICTION AND VENUE OF
SUCH COQURT; (Il) WAIVES ANY DEFENSE OF FORUM NON CONVENIENS;
(1I1) AGREES THAT SERVICE QF ALL PROCESS IN ANY SUCH PROCEEDING IN
ANY SUCH COURT MAY BE MADE BY REGISTERED OR CERTIFIED MAIL,
RETURN RECEIPT REQUESTED. TO UNIVERSAL AT ITS ADDRESS PROVIDED IN
ACCORDANCE WITH SECTION 10.5; {IV) AGREES THAT SERVICE AS PROVIDED
IN CLAUSE (Iil) ABOVE 1S SUFFICIENT TO CONFER PERSONAL JURISDICTION
OVER UNIVERSAL IN ANY SUCH PROCEEDING [N ANY SUCH COURT, AND
OTHERWISE CONSTITUTES EFFECTIVE AND BINDING SERVICE IN EVERY
RESPECT; (V) AGREES THAT THE OTHER PARTY RETAINS THE RIGHT TO SERVE
PROCESS IN ANY OTHER MANNER PERMITTED BY LAW OR TO BRING
PROCEEDINGS AGAINST IT IN THE COURTS OF ANY OTHER JURISDICTION;
AND (V1) AGREES THAT THE PROVISIONS OF THIS SECTION 10.11 RELATING TO
JURISDICTION AND VENUE SHALL BE BINDING AND ENFORCEABLE TO THE
FULLEST EXTENT PERMISSIBLE UNDER THE LAWS OF ONTARIO.
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Section 10.12 Waiver of Jury Trial

UNIVERSAL AND SEMPRA HEREBY AGREE TO WAIVE THEIR RESPECTIVE
RIGHTS TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED UPON
OR ARISING OUT OF THIS AGREEMENT. The scope of this waiver is intended to be
all encompassing of any and all disputes that may be filed in any court and that relate to
the subject malter of this Transaction, including contract claims, tort claims, breach of
duty claims, and all other common law and statutory claims. Universal and Sempra
acknowledge that this waiver is a material inducement for Universal and Sempra to
enter into a business relationship, that Universal and Sempra have already relied on this
waiver in entering into this Agreement and that each will continue to rely on this
waiver in their related future dealings. Universal and Sempra further warrant and
represent that each has reviewed this waiver with its legal counsel, and that each
knowingly and voluntarily waives its jury trial rights following consultation with legal
counsel. THIS WAIVER S IRREVOCABLE, MEANING THAT IT MAY NOT BE
MODIFIED EITHER ORALLY OR IN WRITING (OTHER THAN BY A MUTUAL
WRITTEN WAIVER SPECIFICALLY REFERRING TO THIS SUBSECTION AND
EXECUTED BY EACH OF THE PARTIES HERETO), AND THIS WAIVER SHALL
APPLY TO ANY SUBSEQUENT AMENDMENTS, RENEWALS, SUPPLEMENTS OR
MODIFICATIONS TO THIS AGREEMENT. In the event of litigation, this Agreement
may be filed as a written consent to a trial by the court.

Section 1013 No Implied Representations or Warranties

EXCEPT AS EXPRESSLY SET FORTH HEREIN, SEMPRA EXPRESSLY
NECATES ANY OTHER REPRESENTATION, WARRANTY OR CONDITION,
WRITTEN OR ORAL, EXPRESS OR IMPLIED, INCLUDING ANY
REPRESENTATION, WARRANTY OR CONDITION WITH RESPECT TO
CONFORMITY TO MODELS OR SAMPLES, MERCHANTABILITY, OR QUALITY
OR FITNESS FOR ANY PARTICULAR PURPOSE.

Section 10.14 Entire Agreement

This Agreement contains the entire agreement betwoen the Parties and
supersedes all prior oral or writlen communications or agreements relating to the
subject matter hereof, other than in Confirmations between the Parties which shall be
incarporated into this Agreement as Confirmations hereunder.

Section 10.15 Credit Suppott

The Transaclions described herein shall be marked-lo-market and Universal shail
provide collaleral to Sempra in accordance with the terms hereol and of the Security

Agreement.

Section 10.16 Forward Contract

The parties to this Agreement acknowledge and agree that all Transactions
constitute “forward contracts” within the meaning of Title 11 of the United Stales Code
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entitted “Bankruptcy” and “eligible financial contracts” within the meaning of
Companies” Creditors Arrangenient Act (Canada) and the Bankrupicy and Insolvency Act
{Canada) (in any case, as amended, restated, replaced or re-enacted from time to time)
and will be treated similarly under and in all proceedings related to any bankruptey,
insolvency or similar law (regardless of the jurisdiction of application or competence of
such law) or any ruling, order, directive or pronouncement made pursuant thereto.

Section 10.17 Assignment

Neither of the Parties shall assign this Agreement or its rights hereunder, in
whole or in parl, without the prior written consent of the other Party, which consent
may be withheld in the exercise of the other Party’s sole discretion.

Section 10.18 Counterparts

This Agreement may be executed in one or more counterparts and by different
Parties in separate counterparts, each of which when so executed and delivered shall be
deemed an original, but all such counterparts together shall constitute but one and the
same instrumend; signature pages may be detached from multiple separate counterparts
and attached to a single counterpart so that all signature pages are physically attached
to the same document. In addition, facsimile copies of executed counterparts shall be
conclusively regarded for all purposes as originally executed counterparts pending the
delivering of the originals.

Section 10.19 Enurement
This Agreement shall be binding upon and cnure to the benefit of successors,
assigns, personal representatives and heirs of the respective Parties.

Section 10.20 Non Merger

The provisions contained in this Agrecment shall survive and shall not merge in
anv conveyance, transfer, assignment, novation agreement or other document or
instrument issued pursuant to or in connection with this Agreement.

Section 10.21 Amendment and Restatement

Universal and Sempra each acknowledges and agrees that this Agreement is
intended to be, shall be construed as and shall have effect as, a consolidation and
restatement of the Original Swap Agreement as further amended by amendments and
modifications to the Original Swap Agreement that are contained in this Agreement
and this Agreement, together with the other Transaction Documents and any
Confirmations relating to the Transactions hereunder, constitutes the entire agreement
bebween the parties with respect to the subject matter hereof. IF and to the extent that
the provisions of this Agreement differ from the provisions contained in the Original
Swap Agreement, then the provisions of this Agreement shall prevail and all persons
shall for all purposes be entitled to treat this consolidation and restatement as
superseding and replacing the Original Swap Agreement, Notwithstanding anything to
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the contrary, however, the Fixed Price of the remaining Notional Contract Quantity in
respect of each Transaction entered into between Universal and Sempra on or prior o
the effective date of this Agreement, shall be the Fixed Price as determined by the
provisions of the Original Swap Agreement in effect at the time each such Transaction
was entered into and as set forth in any Confirmation evidencing each such
Transaction.

Section 1022 Confirmation of Security

Universal hereby confirms and agrees with Semnpra that (i) for all purposes of the
Trangacion Documents including the Security Agreemrent, Universal’s Secured
Obligations (as such term is defined in the Security Agreement) to Sempra include
Universal's indebtedness, liabilities and obligations of any kind whatsoever which
Universal has incurred or may incur pursuant to ar in connection with this Agreement
and (il) any Collateral security granted by Universal to Sempra pursuant to the Security
Agreement or otherwise shall extend to and apply to this Agreement, remains in full
force and effect and is hereby ratified and confirmed by Universal in all respects.

IN WITNESS WHEREOF, Universal and Sempra have caused this Agreement to
be duly executed and delivered by their respective officees thereunto duly authorized as
of the date first wrilten above.

ame: Nino Silvestri
Tile:  Chief Operating Officer

SEMPRA ENERGY TRADING CORP.

»

Name: 4arz Kewr,
Title: Vies Fresertas




UNIVERSAL ENERGY GROUP LTD.
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SHAREHOLDER ESCROW AGREEMENT

THIS AGREEMENT dated as of February 2, 2007,

AMONG:

UNIVERSAL ENERGY GROUP LTD., a corporation incorporated
under the federal laws of Canada (the "Corporation")

-and -~

The persons listed on Schedule "A" hereto (collectively, the "Group
A Shareholders")

-and -

The persons listed on Schedule "B" hereto (collectively, the "Group
B Shareholders")

-and -

COMPUTERSHARE TRUST COMPANY OF CANADA, a frust
company existing under the laws of Canada and authorized to carry on
the trust business in each province of Canada (the "Escrow Agent")

WHEREAS:

A,

The Group A Shareholders and the Group B Shareholders (collectively, the "Shareholders") are
parties to acquisition agreements (the "Acquisition Agreements”) dated the 1st day of February,
2007 pursuant to which they have agreed to sell their shares of Terra Grain Fuels Holdings Inc.
("TGFHI" and Universal Energy Corporation, as applicable, for consideration that includes
common shares ("UEGL Shares™) in the capital of the Corporation {(collectively,
the "Acquisitions");

The issuance of such UEGL Shares to the Shareholders will be completed in connection with the
completion by the Corporation of an offering to the public pursuant to a (final) prospectus
(the "Prospectus™) dated January 26, 2007 filed with the securities regulatory authorities in each
of the provinces and territories of Canada (the "Offering™);

The Corporation and the Shareholders have agreed that all of the UEGL Shares issued to the
Shareholders pursuant to the Acquisitions (the "Escrow Shares") shall be deposited by the
Shareholders with the Escrow Agent and released from escrow in accordance with the provisions
of this Agreement;

The Corporation and the Shareholders have requested the Escrow Agent to act as the escrow
agent to hold and release the Escrow Shares on the terms set forth in this Agreement; and

The foregoing recitals are made as representations and statements of fact by the Corporation and
not by the Escrow Agent.
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In consideration of the premises and the mutual representations, wamanties, covenants and agreements
hereinafter set forth and other good and valuable consideration (the receipt and sufficiency of which are
hereby acknowledged), the parties hereby agree as follows:

1. APPOINTMENT OF ESCROW AGENT.

The Corporation and the Shareholders hereby appoint the Escrow Agent to act as the escrow agent in
accordance with the terms and conditions of this Agreement, and the Escrow Agent hereby accepts such
appoiniment and agrees 1o act in accordance with the terms and conditions of this Agreement.

2. DEPOSIT OF SHARES.

The Corporation and the Shareholders hereby place and deposit with the Escrow Agent the Escrow Shares
evidenced by the certificates (the "Certificates™) described or referred to in Schedule "A" and
Schedule "B" attached hereto, to be held by the Escrow Agent on the terms and conditions of this
Agreement. The Additional Shares (as herein defined), if any, will be delivered to the Escrow Agent in
accordance with Section 3, to be held by the Escrow Agent on the terms and conditions of this
Agreement.

3. DEFPOSIT OF ADDITIONAL ESCROW SHARES IN CERTAIN EVENTS

Pursuant to the Acquisition Agreements, an additional up to 1,704,546 Escrow Shares (the "Over-
Allotment Shares") may be issued to the Shareholders if and to the extent that the Over-Allotment
Option (as defined in the Prospectus) is not exercised and a further 13,308,669 Escrow Shares are being
retained by the Corporation in connection with certain possible tax withholding obligations (and in the
case of Yee On Investment Company Ltd. until the original TGFHI share certificate is provided to the
Corporation) and may be released to certain of the Shareholders as set forth on Schedule "C" in certain
events (the "Withholding Shares" and, together with the Over-Allotment Shares, the "Additional
Shares"). The Corporation covenants and agrees with the Escrow Agent and the Shareholders that if any
Additional Shares become issuable or releasable to any Shareholder it shall canse such Additional Shares
to be delivered forthwith to the Escrow Agent to be held by the Escrow Agent on the terms and conditions
of this Agreement, Each of the Shareholders consents to such delivery of any and all Additional Shares to
the Escrow Agent and irrevocably authorizes and directs the Corporation and the Escrow Agent to revise
Schedule "A", Schedule "B" and Schedale "C" hereto from time to time, as applicable, to reflect the
number and the Certificate numbers of the Additional Shares that have been delivered to and deposited
with the Escrow Agent pursuant to this Section 3.

4. ESCROW PROVISIONS.

The Escrow Agent shall hold the Escrow Shares (which, for greater certainty, includes all Additional
Shares (if any) delivered to the Escrow Agent pursuant to Section 3) and the Certificates representing the
Escrow Shares in escrow on the following terms and conditions.

4.1 Escrow Shares. Until such time as the Escrow Shares are distributed by the Escrow
Agent as provided herein, the Escrow Agent shall hold the Escrow Shares pursuant to this Agreement.

42 No Transfer. The Escrow Shares shall not be sold, assigned, hypothecated, alienated,

released from escrow, transferred within escrow or dealt with in any manner whatsoever except pursuant
to the terms and conditions of this Agreement.
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43 Distributions. Each of the Shareholders shail retain the right to receive all dividends,
distributions or other payments {"Distributions") on or in respect of the Escrow Shares and any
Distributions received by the Escrow Agent shall be forthwith paid or transferred to the applicable
Shareholder.

44 Voting Rights. Each of the Shareholders shall retain the right to exercise all voting rights
attached or relating to the Escrow Shares.

45 Escrow Release. Subject to Sections 4.9,4.10, 4,11 and 4,12:

(2} the Escrow Agent shall release one-third of the Escrow Shares held by each Group A Shareholder
to such Group A Shareholder on each of the first three anniversaries of the date hereof, and the
Escrow Agent shall forthwith deliver the Certificates representing such Escrow Shares to or to the
order of each Group A Sharcholder entitled to receive the Escrow Shares when so released; and

{b) the Escrow Agent shall release one-half of the Escrow Shares held by each Group B Shareholder
to such Group B Shareholder on the first anniversary of the date hereof and shall release the
remaining one-half of the Escrow Shares held by each Group B Shareholder to such Group B
Shareholder on the eighteenth month anniversary of the date hereof and on each such date the
Escrow Agent shall forthwith deliver the Certificates representing such Escrow Shares to or to the
order of each Group B Shareholder entitled to receive the Escrow Shares when so released.

4.6 Exception for Pledge to Financial Institution. With the consent of the Corporation, a
Shareholder may mortgage, pledge, charge or hypothecate any of the Escrow Shares deposited hereunder
to any bank or financial institution as security for bona fide indebtedness, and the bank or financial
institution, as the case may be, may realize its security interest provided, however, that such Escrow
Shares shall remain subject to the provisions of this Agreement. Upon the delivery of a joint written
notice from a Shareholder and the Corporation to the Escrow Agent, upon which the Escrow Agent may
rely absolutely, stating that such Shareholder has so mortgaged, pledged, charged or hypothecated all or a
part of the Escrow Shares, the Escrow Agent shall thereafter hold such Escrow Shares for the benefit of
the bank or financial institution to whom such shares have been mortgaged, pledged, charged or
hypothecated, until such time as the Escrow Agent receives a written direction from such bank or
financial institution, as the case may be, upon which the Escrow Agent may rely absolutely, or other
evidence satisfactory to the Escrow Agent, that such mortgage, pledge, charge or hypothecation has been
discharged or released.

47 Transfer to Related Persons. A Shareholder may transfer Escrow Shares deposited
hereunder to a Related Person (as defined below) of such Sharcholder (or, in the case of Altfuel Strategic
Investments Lid. ("Altfuel”) or Gasco Holdings Inc. ("Gasco™, Gary Drummond, in the case of Vertex
Energy Limited ("Vertex"), Tim LaFrance and in the case of 1663749 Ontario Limited ("1663749"),
Mark Silver), or subsequently between Related Persons of such Shareholder or by Related Persons to
such Shareholder, provided that any Related Person holding such Escrow Shares agrees to be subject to
the provisions of this Agreement. For the purposes of this Section4.7, "Related Persons” of a
Shareholder (or, in the case of Altfuel or Gasco, Gary Dmmmond, in the case of Vertex, Tim LaFrance
and in the case of 1663749, Mark Silver) are: (i) any corporation controlled by the Shareholder; and
(i) any trust of which the Shareholder is a trustee that has been established for the benefit of such
Shareholder and/or one ar more of the Shareholder's immediate family. ‘

48 Exception for Transfer to RRSP or RRIF. A Shareholder may transfer Escrow Shares

deposited hereunder to z registered retirement savings plan ("RRSP") or registered retirement income
fund ("RRIF"), or subsequently between RRSPs or from an RRSP to an RRIF, provided that: (i) the
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Shareholder (or, in the case of Altfuel or Gasco, Gary Drummond, in the case of Vertex, Tim LaFrance
and in the case of 166379, Mark Silver) is the only beneficiary of the RRSP or RRIF; and (ii) the trustee
of the RRSP or RRIF, as applicable, agrees to be subject to the provisions of this Agreement.

49 Exceptions upon Death, Permanent Disability or Involuntary Termination (other
than for Cause). Upon the death, permanent disability or involuntary termination of the employment or
consulting services (other than for Cause) of a Shareholder (or, in the case of Altfuel or Gasco, Gary
Drummond or Traverse Enterprises Inc. ("Traverse™), in the case of Vertex, Tim LaFrance and in the
case of 1663749, Mark Silver), the Corporation shall direct the Escrow Agent to release from escrow all
of the Escrow Shares of that Shareholder, and the Escrow Agent shall deliver such Escrow Shares to the
Shareholder or the legal representative of the deceased or permanently disabled Shareholder, as
applicable. For the purposes of this Section4.9, "Cause” shall have the meaning set forth in the
employment or consulting agreement of the Shareholder whose employment or consuiting services have
been terminated (or, in the case of Altfuel or Gasco, Gary Drummond or Traverse, in the case of Vertex,
Tim LaFrance and in the case of 1663749, Mark Silver).

4.10 Exception for Take-Over Bid Offer, If any offeror makes an Offer (as defined below)
to acquire (when aggregated with voting securities held by the offeror and persons acting jointly or in
concert with the offeror) greater than 50% of the aggregate number of outstanding voting securities of the
Corporation, the Escrow Agent shall, if so directed by a Shareholder, tender any or all of the Escrow
Shares of such Shareholder to such Offer. Any Escrow Shares so tendered to such an Offer may be taken
up and paid for by the offeror. Any Escrow Shares so tendered to, taken up and paid for under such an
{Offer, together with the proceeds derived from the sale of such Escrow Shares, shall be free from the
provisions of this Agreement. Subject to the provisions of Section 4.12, any Escrow Shares tendered to,
but not taken up and paid for under, an Offer in accordance with this Section 4.10 shall remain subject to
the provisions of this Agreement. For the purposes of this Section4.10 and Sections4.11 and 4.12,
"Offer" shal! mean a bona fide arm's length offer made to all holders of voting securities to purchase
voting securities, directly or indirectly.

4,11 Notice of Transfer. If a Shareholder tenders Escrow Shares to an Offer that are taken up
and paid for by the offeror as contemplated by Section 4.10, the Shareholder shall give written naotice to
the Escrow Agent of such permitted tender (it being understood and agreed that a Shareholder shall not be
liable to the Escrow Agent for any inadvertent failure to give such notice).

4.12 Change of Control. Upon a Change of Control (as defined below), the Corporation shall
direct the Escrow Agent to release from escrow all of the Escrow Shares deposited hereunder that are held
by the Escrow Agent as of the date thereof, and the Escrow Agent shall immediately release the Escrow
Shares from escrow. Upon such release, the Escrow Agent shall forthwith deliver to or to the order of
each Sharcholder entitled to receive same the Escrow Shares so released. For purposes of this
Section 4.12, "Change of Control” means (a} the acceptance of an Offer by a sufficient number of
holders of voting securities to constitute the offeror, together with persons acting jointly or in concert with
the offeror, shareholders of the Corporation being entitled to exercise more than 50% of the voting rights
attaching to the outstanding voting securities (provided that prior to the Offer, the offeror was not entitled
to exercise more than 50% of the voting rights attaching to the outstanding voting securities); (b} the
completion of a consolidation, merger or amalgamation of the Corporation with or into any other
corporation or person whereby the voting securityholders of the Corporation immediately prior to the
consolidation, merger or amalgamation receive less than 50% of the voting rights attaching to the
outstanding securities of the consolidated, merged or amalgamated corporation; or (c) the completion of a
sale whereby all or substantially all of the Corporation’s undertakings and assets become the property of
any other person and the voting securityholders of the Corporation immediately prior to that sale hold less
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than 50% of the voting rights attaching to the outstanding voting securities of that other person
immediately following that sale.

4.13 Delivery of Certain Shares. Notwithstanding any other provision of this Agreement, (ii)
each of Nino Silvestri, Stephen Plummer and Kevin Sterling hereby irrevocably authorize and direct the
Escrow Agent to deliver any Certificates representing Escrow Shares released to any of them to Mark
Silver, and (ii) each of Morley Silver, Michael Pilon, Raymond Samuels, Larry Galbo, Andy Weiner,
Richard Reszczynski and Brian Marsellus hereby irrevocably authorize and direct the Escrow Agent to
deliver any Certificates representing Escrow Shares released to any of them to UEC Distributors Group
Ltd. {in care of the address for Mark Silver appearing on Schedule "A"),

5. RIGHTS OF ESCROW AGENT.

The acceptance by the Escrow Agent of its duties and obligations under this Agreement is
subject to the following terms and conditions, which shall govern and control the rights, duties, liabilities
and immunities of the Escrow Agent:

(2) the Escrow Agent shall be entitled to act and rely upon (and shall not be liable for so acting and
relying upon) any resolution, affidavit, direction, written notice, request, waiver, consent, receipt,
statutory declaration, certificate or other paper or document furnished to it and signed by a party
representing himself or herself as one of the Shareholders or as an officer or trustee of the
Corporation, not only as to its due execution and the validity and effectiveness of its provisions
but also as to the truth and acceptability of any information therein contained which the Escrow
Agent in good faith believes to be genuine;

) the Escrow Agent shall be entitled to act and rely upon (and shall not be liable for so acting upon
and relying upon) any resolution, affidavit, direction, notice, declaration, certificate, waiver,
consent, receipt, opinion, report, statement or other paper or document purported to be delivered
pursuant to this Agreement and shall not be required to enquire as to the veracity, accuracy or
adequacy thereof or be bound by any notice or direction to the contrary by any person other than
a person entitled to give such notice;

© the Escrow Agent shall not be required to make any determination or decision with respect to the
validity of any claim made by any party or of any denial thereof but shall be entitied to rely
conclusively on the terms hereof and the documents tendered to it in accordance with the terms
hereof;

(d) the Escrow Agent shall have no duties except those which are expressly set forth herein. It is
understood and agreed that the Escrow Agent is not acting as a trustee or in any fiduciary
capacity, that the duties of the Escrow Agent hereunder are purely administrative in nature and it
shall not be liable for any error of judgement, or for any act done or step taken or omitted by it in
good faith, or for any mistake of fact or law, or for anything which it may do or refrain from
doing in connection herewith, except for its own fraud, gross negligence or wilful misconduct;

(&) the Escrow Agent, its officers, directors, employees and agents, and its and their respective
successors and assigns, shall incur no liabilities hereunder or in connection herewith for anything
whatsoever other than as a result of its own fraud, gross negligence or wilful misconduct and the
Sharcholders and the Corporation hereby release the Escrow Agent from any actions, causes of
action, claims, demands, damages, losses, costs, liabilities, penalties and expenses whatsoever,
whether arising directly or indirectly, by way of statute, contract, tort or otherwise;
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upon the Escrow Agent’s delivery of the Escrow Shares (or part thereof) in accordance with the
provisions of this Agreement, the Escrow Agent shall be automatically and immediately released
from all obligations under this Agreement to any party hereto and to any other person with -
respect to the Escrow Shares (or such part that is delivered),

the Escrow Agent shall not be bound by any notice of a claim or demand with respect thereto, or
any waiver, modification, amendment, termination or rescission of this Agreement, unless
received by it in writing and signed by the Sharcholders affected thereby and the Corporation, as
applicable, and, if its duties herein are affected, unless it shall have given its prior writien consent
thereto;

the Escrow Agent shall have the right, if in its sole discretion it deems it necessary or desirable, to
retain such independent counsel or other advisors as it reasonably may require for the purpose of
discharging or determining its duties, obligations or rights hereunder, and may act or not act and
rely on the advice or opinion so obtained. The Escrow Agent shall incur no liability and it shall be
fully protected in acting or not acting in accordance with any opinion, advice or instruction of
such counsel or expert. The Corporation shall pay or reimburse the Escrow Agent for any
reasonable fees, expenses and disbursements of such counsel or expert;

the Escrow Agent shall have the right, if in its sole discretion it deems it necessary or desirable, to
seek advice and directions from a court of competent jurisdiction with respect to its duties and
obligations hereunder;

the duties and obligations of the Escrow Agent hereunder shall at all times be subject to the
orders or directions of a court of competent jurisdiction;

notwithstanding anything contained herein, the Escrow Agent may act on the jointly executed
written directions of the Corporation and the Shareholder(s) affected by such written directions;

the parties acknowledge that the Escrow Agent may, in the course of providing services
hereunder, collect or receive financial and other personal information about such parties and/or
their representatives, as individuals, or about other individuals related to the subject matter
hereof, and use such information for the following purposes: (i) to provide the services required
under this agreement and other services that may be requested from time to time; (i1) to help the
Escrow Agent manage its servicing refationships with such individuals; (iii) to meet the Escrow
Agent's legal and regulatory requirements; and (iv) if Social Insurance Numbers are collected by
the Escrow Agent, to performt tax reporting and to assist in verification of an individual's identity
for security purposes;

each party acknowledges and agrees that the Escrow Agent may receive, collect, use and disclose
persona! information provided to it or acquired by it in the course of this agreement for the
purposes described above and, generally, in the manner and on the terms described in its Privacy
Code, which the Escrow Agent shall make available upon request, including revisions thereto.
Further, each party agrees that it shall not provide or cause to be provided to the Escrow Agent
any personal information relating to an individual who is not a party to this agreement unless that
party has assured itself that such individual understands and has consented to the aforementioned
uses and disclosures;

nothing contained in this Agreement shall require the Escrow Agent to expend or risk-its own
funds or otherwise incur financial liability in the performance of any of its duties or in the
exercise of any of its rights or powers, or do anything not expressly provided for berein;
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any company into which the Escrow Agent or its corporate trust department may be merged or,
with or to which it may be consolidated, amalgamated or sold, or any company resulting from any
merger, consolidation, sale or amaigamation to which the Escrow Agent shall be a party, shall be
the new escrow agent under this Agreement without the execution of any instrument or any
further act, provided that such company is resident in Canada and is authorized to carry on the
business of a trust company in the province of Ontario;

the Escrow Agent shall be under no duty or obligation to ascertain the identity, authority, or rights
of the parties (or their agents) executing or delivering or purporting to execute or deliver this
Agreement, or any instruments, documents, or paper related hereto or properties deposited or
called for hereunder;

the Escrow Agent will disburse Escrow Shares according to this Agreement only to the extent
that Escrow Shares have been deposited with it. The Escrow Agent shall not under any
circumstances be required to disburse funds in excess of the Escrow Shares currently on deposit
with the Escrow Agent received thereon;

the Escrow Agent shall be released from all responsibility for any Escrow Shares received
thereon released to or delivered in accordance with the terms of this Agreement;

in the event of any disagreement between or among the Shareholders or the Corporation resulting
in adverse claims or demands being made in connection with the Escrow Shares or in the event
that the Escrow Agent is in doubt as to what action it should take hereunder, the Escrow Agent, in
its discretion, shall be entitled to retain the Escrow Shares until the Escrow Agent shall have
received (i) joint written instructions of or on behalf of the Sharcholder(s) affected by such
disagreement, adverse claims or demands and the Corporation directing delivery of the Escrow
Shares, or (ii) a written decision of an arbitrator or court directing delivery of the Escrow Shares,
in which event the Escrow Agent shall disburse the Escrow Shares in accordance with such
instructions or decision. The Escrow Agent shall act on such decision without further question;

except as otherwise expressly provided herein, the Escrow Agent is hereby authorized to
disregard any and all notices or warnings, other than written notices given by or on behalf of the
Shareholders and the Corporation or their respective counsel, and is hereby expressly authorized
to comply with and cbey any and all processes, orders, judgments or decrees of any court or
arbitrator. If the Escrow Agent obeys or complies with any such process, order, judgment, or
decree of the Arbitrator or any court, the Escrow Agent and its officers, directors, employees,
agents and successors and assigns shall not be liable to any of the other parties hereto or anyone
else by reason of such compliance, notwithstanding any such process, order, judgment, or decree
be subsequently reversed, modified, annulled, set aside, or vacated, or be subsequently found to
have been issued or entered into without jurisdiction;

the Escrow Agent and its officers, directors, employees, agents and successors and assigns shall
have no duty to know or determine the performance or non-performance of any provision of this
Agreement or any other agreement except as expressly required or contemplated in the
performance by the Escrow Agent of the functions contemplated to be performed by it under this
Agreement; and

the Escrow Agent shall retain the right not to act and shall not be liable for refusing to act if, due
to a lack of information or for any other reason whatsoever, the Escrow Agent, in its sole
reasonable judgment, determines that such act might canse it to be in non-compliance with any
applicable anti-money laundering or anti-terrorist legislation, regulation or guideline. Further,
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should the Escrow Agent, in its reasonable judgment, determine at any time that its acting under
this Agreement has resulted in its being in non-compliance with any applicable anti-money
laundering or anti-terrorist legislation, regulation or guideline, then it shall have the right to resign
on thirty (30) days written notice to the Corporation, provided (i) that the Escrow Agent s written
notice shall describe the circumstances of such non-compliance; and (i) that if such
circumstances are rectified to the Escrow Agent's satisfaction within such thirty (30) day period,
then such resignation shall not be effective.

6. INTERFLEADER.,

The Escrow Agent may, in its sole discretion, deliver the Escrow Shares into court by way of interpleader
if any person, whether or not a party hereto, sues or threatens to sue the Escrow Agent in connection with
the Escrow Shares or the actions or omissions of any of parties hereunder including the Escrow Agent or
if the Escrow Agent is unable or unwilling to continue acting and there is no replacement under Section 7
within 10 days after the written notice of resignation in Section 7 or in the event of any disagreement or
apparent disagreement between the parties hereto resulting in conflicting claims or demands with respect
to the Escrow Shares or if any of the parties hereto, including the Escrow Agent, are in or appear to be in
disagreement about the interpretation of this Agreement or about the rights and obligations of the Escrow
Agent or the propriety of an action contemplated by the Escrow Agent under this Agreement. Upon the
Escrow Agent making such delivery, the Escrow Agent shall be released from all its duties and
obligations under this Agreement.

7. RESIGNATION OF ESCROW AGENT.

The Escrow Agent may resign at any time as escrow agent for any reason whatsoever and be discharged
from all further duties and liabilities hereunder (arising after the effective date of such resignation) upon
60 business days' written notice to the Corporation or such shorter time as the Corporation may accept as
sufficient. If the Escrow Agent resigns and if the parties cannot agree upon its successor prior to the
effective date of such resignation, its successor under this Agreement shall be a trust company licensed to
do business in the Province of Ontario designated by the Escrow Agent in its sole discretion and, failing
such designation, the resigning Escrow Agent may apply at the Corporation’s expense to the Superior
Court of Justice (Ontario) on such notice as a judge from such court may direct for an appointment of a
new escrow agent. Upon the effective date of the Escrow Agent's resignation, the Escrow Agent shall be
relieved forthwith of any and all duties and liabilities hereunder {arising after the effective date of such
resignation). Upon the appointment of the Escrow Agent's successor, such successor escrow agent shall
assume all powers, rights and duties of the Escrow Agent hereunder without any further action by the
parties hereto. Upon payment of ail outstanding fees due to the Escrow Agent, the Escrow Agent shall
transfer and deliver to its successor the Escrow Shares, Appropriate receipts, assignments and releases
from all other parties to this Agreement in form satisfactory to the Escrow Agent or its counsel, acting
reasonably, shall be given to the Escrow Agent upon such resignation.

8. INDEMNIFICATION.

8.1 Indemnity. The Corporation hereby agrees t0 indemnify the Escrow Agent, its officers,
directors, employees, agents and successors for and to hold it harmless against any loss, liability or
expense, other than as a result of the fraud, gross negligence or wilful misconduct on the part of the
Escrow Agent, arising out of or in connection with its entering into this Agreement and cairying out its
duties hereunder, including the costs and expenses of defending itself against any claim or liability.

82 Not Obliged to Defend. Without restricting the foregoing indemnity, if proceedings are
taken by arbitration or in any court respecting the Escrow Shares, the Escrow Agent shall not be obliged
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to defend or otherwise participate in any such proceedings until it shall have such security as the Escrow
Agent determines, in its sole discretion, to be adequate for its costs in such proceedings in addition to the
indemnity set out above,

83 Survival. The provisions of Sections 8.1 and 8.2 will survive the resignation or removal
of the Escrow Agent and the termination of this Agreement.

9. FEES/EXPENSES.

9.1 Fees and Expenses. The Corporation shall pay the Escrow Agent the fees agreed to
between them and will reimburse to the Escrow Agent on demand all moneys which shall have been paid
by the Escrow Agent in and about the execution of the Escrow with reasonable interest from 30 days after
the date of the invoice from the Escrow Agent to the Corporation in respect of such expenditure until
repayment. The said remuneration shall continue to be payable until the Escrow is terminated as herein
provided.

92 Survival. The provisions of Section 9.1 will survive the resignation or removal of the
Escrow Agent and the termination of this Agreement.

10. GENERAL.

10.1 Notices. Any notice, certificate, consent, determination or other communication required
or permitted to be given or made under this Agreement shall be in writing and shall be effectively given
and made if (i} delivered personally, (ii) sent by prepaid courier service or mail, or (iii) sent prepaid by
fax or other similar means of electronic communication, in each case to the applicable address set ous
below:

(a) in the case of the Corporation, as follows:
Universal Energy Group Ltd.

Suite 1700 Sheppard Avenue West
Teronto, Ontario

M2N 656
Attention; President
Fax: (416) 673-4790

(b) in the case of any Shareholder, at its address on Schedule " A" or Schedule "B", as applicable.
(c) if to the Escrow Agent, to:

Computershare Trust Company of Canada

100 University Avenue

9% Floor

Toronto, Ontario

M5 2Y1

Attention: Manager, Corporate Trust
Fax: (416) 981-9777
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Any such communication so given or made shall be deemed to have been given or made and to have been
received on the day of delivery if delivered, or on the day of faxing or sending by other means of recorded
electronic communication, provided that such day in either event is a business day and the communication
is so delivered, faxed or sent prior to 4:30 p.m. (at the place of receipt) on such day. Otherwise, such
communication shall be deemed to have been given and made and to have been received on the next
following business day. Any such communication sent by mail shall be deemed to have been given and
made and to have been received on the fifth business day following the mailing thereof; provided
however that no such communication shall be mailed during any actual or apprehended disruption of
postal services. Any such communication given or made in any other manner shall be deemed to have
been given or made and to have been received only upon actual receipt. If any day on which any action
required to be taken hereunder is not a business day, then such action shall be required to be tzken on or
before the requisite time on the next succeeding day that is a business day.

Any party may from time to time change its address under this Section 10.1 by notice to the other parties
given in the manner provided by this Section.

10.2 Time of Essence. Time shall be of the essence of this Agreement in all respects.

103 Further Assurances. Each party shall, promptly do, execute, deliver or cause to be done,
executed and delivered all farther acts, documents and things in connection with this Agreement that
another party may reasonably require for the purposes of giving effect to this Agreement.

104 Successors and Assigns. This Agreement shall enure to the benefit of, and be binding
on, the parties and their respective successors and permitted assigns. No party may assign or transfer,
whether absolutely, by way of security or otherwise, all or any part of its respective rights or obligations
under this Agreement without the prior consent of the other parties.

10.5 Amendment. No amendment of this Agreement will be effective unless made in writing
and signed by the Corporation, the Escrow Agent and the Shareholder(s) affected by such amendment.

10.6 Entire Agreement. This Agreement constitutes the entire agreement between the parties
pertaining to the subject matter of this Agreement and supersedes all prior agreements, understandings,
negotiations and discussions, whether oral or written. There are no conditions, warranties, representations
or other agreements between the parties in connection with the subject matter of this Agreement (whether
oral or written, express or implied, statutory or otherwise) except as specifically set out in this Agreement.

10.7 Waiver, A waiver of any default, breach or non-compliance under this Agreement is not
effective unless in writing and signed by the parties to be bound by the waiver. No waiver shall be
inferred from or implied by any failure to act or delay in acting by a party in respect of any default, breach
or non-observance or by anything done or omitted to be done by another party. The waiver by a party of
any default, breach or non-compliance under this Agreement shall not operate as a waiver of that party's
rights under this Agreement in respect of any continuing or subsequent default, breach or non-observance
{whether of the same or any other nature).

108 Severability. Any provision of this Agreement which is prohibited or unenforceable in
any jurisdiction shall, as to that jurisdiction, be ineffective to the extent of such prohibition or
unenforceability and shall be severed from the balance of this Agreement, all without affecting the
rematining provisions of this Agreement or affecting the validity or enforceability of such provision in any
other jurisdiction,
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109 Governing Law. This Agreement shall be governed by and construed in accordance with
the laws of the Province of Ontario and the laws of Canada applicable in that Province and shali be

treated, in all respects, as an Ontario contract.
10.10 Counterparts.

(a) This Agreement may be executed in any number of counterparts each of which shall be deemed
to be an original and all of which taken together shall be deemed to constitute one and the same
instrument.

)] Counterparts may be executed either in original or faxed form and the parties adopt any
signatures received by a receiving fax machine as original signatures of the parties.

10.11 Termination. This Agreement may be terminated at any time by and upon the receipt by
the Escrow Agent of a written notice of termination executed by the Corporation directing the release of
the Escrow Shares then held by the Escrow Agent under and pursuant to this Agreement and such
termination will be effective immediately after compliance by the Escrow Agent with such direction. This
Agreement shall automatically terminate if and when all of the Escrow Shares shall have been distributed
by the Escrow Agent in accordance with this Agreement.
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IN WITNESS WHEREOF the parties have executed this Agreement as of the date first
above written. '

COMPUTERSHARE TRUST COMPANY OF UNIVERSAL ENERGY GROUP LTD.

CANADA
Name:
Title:

Per:

Danny Snider
Administrator, Corporate Trust
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GROUP A SHAREHOLDER!
0

A i

‘Per:~

SHALCOR MANAGEMENT INC.

B

C-‘-faﬂg

3

. Name; Mark Silver
Title:-President

ALTHDEL ST IC INVESTMENTSLTD,  VERTEX ENERGY LIMITED
Per: Pef:
Name: g, 40 if1Geca) © Name: -
© Title: AR geaf e - . Title: -
SEMPRA ENERGY TRADING CORP. o
Per:
Name: BRIAN MARSELLUS,
Title: by his attorney Mark Silver
MARK SILVER NINO SILVESTRI,
by his attomey Mark Silver
STEPHEN PLUMMER, KEVIN STERLING,
by his attorney Mark Silver by his attorney Mark Silver
MOFRLEY SILVER;, MIKE PILON,
by his attorney Mark Silver by his attorney Mark Silver
LARRY GALBO RAYMOND SAMUELS,
by his attorney Mark Silver . byhis aitomney Mark Silver
ANDY WEINER, RICHARD RESZCZYNSKI,

by his attorney Mark Silver

by his attorney Mark Silver




GROUT A SHAREHOLDERS:

GASCO HOLDINGS INC.

Per:

Name: .
Title: o

ALTFUEL STRATEGIC INVESTMENTS LTD.

Per: v

Name: -
Title:

SEMPRA ENERGY TRADING CORP.

13

SHALCOR MANAGEMENT INC.

«lr

Per:

Name: *
Title:

VERTEX ENERGY LIMITED

Title:

BRI&M

by his attorney Mark Silver

NINGR -
by his attorney Mark Silyer

iN PLUMMER,
by his attomey Mark Silyer

KEVINMSTERLING,
by his attorney Mark Silver

MORLEY SILVER,
by his attorne k Silver

3
by his attorney Mark Silver

LARRY GALBO
by his attorney Mark Silver

RA. i LS,
by his attorney Mark Silver

Y WEINER,
by his attomey Mark Silver
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GROUP B SHAREHOLDERS:;

tdgime Aurie Pouwwss, CFo

Titiex
SASKWORKS VENTURE FUND INC.

A -

% | .
FCC VENTURES, A DIVISION OF FARM

CREDIT CANADA

Per:

[Sniataais] .
cesid g dond CE0 Nix.e.

Ti
-f:.*‘-.‘.r

SASKWORKS VENTURE FUND INC.

{SASKWORKS DIVERSIFIED) (SASKWORKS RESOURCES)
Per: Per:

~  Name: Name: .. L.

* Title: Titlez, - i
PRAIRIE VENTURES LIMITED GOLDEN OPPORTUNITIES FUND INC.
PARTNERSHIP

,

) &
Per: Per:

Name: Name:

Title: . ,;ge Title:
P i
PRO-TEST ENERGY LTD., RICK FUNK,

by its attorney Tim J. LaFrance

-

by his attorney Tim J. LaFrance

o

by its attommey Tim ). LaFrance

NED STUDER, GLENDA BOURK,
by his attorney Tim J. LaFrance by her attorney Tim J. LaFrance
- "
J. DBRUMMOND FARMS INC., RAYMOND VAN DE WOESTYNE,
by its attorney Tim J, LaFrance by his attorney Tim J. LaFrance
S
MORIN GROUP INC., PETER JELLEY,

by his attorney Tim J. LaFrance



GROUP B SHAREHOLDERS:

INVESTMENT SASKATCHEWAN.INC.
:1__3,;

Per: ™

Name:
Title:

e

SASKWORKS VENTURE FUND INC.
(SASKWORKS DIVERSIFIED)

PRAIRIE VENTURES FUND LIMITED
PARTNERSHIP

Avpip luvestmenTs b, ac {br‘&\o
Mancer and lawdl Q‘\‘\'OV M‘O'QV

FCC VE! S, A DIVISION OF FARM
CREDIT CANADA

SASKWORKS VENTURE FUND INC,
{SASKWORKS RESOURCES)

Per:

Nare:
Title:

GOLDEN OPPORTUNITIES FUND INC.

Per: . Per:
‘Name: Name:
Title: Title:
PRO-TEST ENERGY LTD,, RICK FUNK,

by its attorney Tim J. 'LaFrance

by bis attomey Tim J. LaFrance

'QED STUDKER,
by his attorney Tim J. LaFrance

GLENDA BOURK,
by ber attorney Tim J. LaFrance

J- DRUMMOND FARMS INC.,
by its'gttoruey Tim J. LaFrance

RAYMOND VAN DE WOESTYNE,
by his attorney Tim J. LaFrance

MORIN GROUP INC.,
by its’attormey Tim J. LaFrance

GADESDDSIO01WM1crial Contiaes\EscrowtAgreement 07.dac

PETER JELLEY,
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GROUP B SHAREHOLDERS:

INVESTMENT SASKATCHEWAN INC. FCC VENTURES, A DIVISION OF FARM
CREDIT CANADA
2 . e
Per: Per: - . ."‘!' = :{H’ ?
Name: X Name:
Title: Title:
SASKWORKS VENTURE FUND INC. SASKWORKS YENTURE FUND INC,
(SASKWORKS DIVERSIFIED) (SASKWORKS RESOURCES)

Per:

Nege: ATTIE RS Pz
Title: gomsiget A2 ca2  vice Aesaend

PRAIRIE VENTURES FUND LIMITED GOLDEN OPPORTUNITIES FUND INC.
PARTNERSHIPb, b gnend Pk
PEm F

Dy BT RSB sl Name:
Title: ‘aﬂcswz/l/z‘ww wAE Reianf” Tile:

PRO-TEST ENERGY LTD., RICK FUNK,

by its attorney Tim J. LaFrance by bis attorney Tim J. LaFrance

NED STUDER, GLENDA BOURK,

by his attorney Tim I. LaFrance by her attorney Tim J. LaFrance

J. DRUMMOND FARMS INC,, RAYMOND VAN DE WOESTYNE,
by its attorney Tim J. LaFrance by his attorney Tim . LaFrance
MORIN GROUP INC,, PETER JELLEY,

by its attomey Tim J. LaFrance by his attorney Tim J, LaFrance

G:\064005°000 1 WMaterial Contras ts\Escrow\Agrerment 07.doc




GROUP B SHAREHOLDERS:

INVESTMENT SASKATCHEWAN INC.

Per:

Name:;
Title:

SASKWORKS VENTURE FUND INC.
(SASKWORKS DIVERSIFIED)

B

Per:

Name:,
Title:

PRAIRIE VENTURES FUND LIMITED
PARTNERSHIP

K

Per:

Per:

Nemu:
Title:

FCC YENTURES, A DIVISION OF FARM
CREDIT CANADA

Per:

Neme:
Titles

SASKWORKS VENTURE FUND INC.
{SASKWORKS RESOURCES)

o

3

Per:

Name:

Title:

GOLDEN OPPORTUNITIES FUNB INC.

Name.
Title:

oHG BArRET
CFo 3 DRECTIR

PRO-TEST-ENERGY LTD,,
by itsstemey Tim J; LaFrance

RICK FUNK,
by his twomey Tim J. LaFrance

NED STUDER,
by'his-attomey Tim I, LaFrance

GLENDA ROURK,
by her attorney Tim I. LaFrance

“J. DRUMMOND FARMS INC.,.
by its anemey Tim §. LaFrance

RAYMOND VAN DE WOESTYNE,
by his attomey Fim J. LaFrance

‘MORIN GROUP INC.,_
by its-aworney Tim J. Lalrance
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PETER JELLEY,
by his antemey "Fim 1. Lalrance
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GROUP B SHAREHOLDERS:

INVESTMENT SASKATCHEWAN INC.

Per:

Name:
Title:

SASKWORKS VENTURE FUND INC.
(SASKWORKS DIVERSIFIED)

Per:

Name:
Titte:

PRAIRIE VENTURES LIMITED
PARTNERSHIP

Per:

Name:
Title:

PRO-TEST ENERGY LTD.,
by its attomey Tim J. LaFrance

NED STUDER,
by his attorney Tim J. LaFrance

J. DRUMMOND FARMS INC,,
by its atiorney Tim J.

MORIN GROUP INC.,
by its attorney Tim J. LaFrance
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FCC VENTURES, A DIVISION OF FARM
CREDIT CANADA

Per:

Narne:
Title:

SASKWORKS VENTURE FUND INC,
(SASKWORKS RESOURCES)

Per:

Name:
Title:

GOLDEN OPPORTUNITIES FUND INC.
w

i@
"

Per:

Name:
Title:

l

RICK FUNK,
by his attorney Tim J. LaFrance

GLENDA BOURK,
by her attorney Tim J. LaFrance

I

RAYMOND VAN DE WOESTYNE,
by his attorney Tim J. LaFrance

|

PETER JELLEY,
by his attomey Tim J. LaFrance




LEX MINERALS INC,,
by its attomey Tim J. LaF

LARRY WRIGHT,
by his attorney Tim J. LaFrance

101072357 SASKATCHEWAN LTD.,
by its attorney Tim I, LaFrance

JIM BAIRD,
by his attomey Tim J. LaFrance

TIM WICITOWSKI,
by his attorney Tim J. LaFrance

RON NUGENT,
by his attorney Tim J. LaFrance

LOUIS DUFRESNE,
by his attorney Tim J. LaFrance

GRANATIER INVESTMENTS
by its attorney Tim J. LaFrance

L LANIGAN,
by his attormey Tim J. LaFrance

)
F

DAVE DUNN,
by his attorney Tim J. LaFrance

JOHN RITCHIE,
by his attorney Tim J. LaFrance

l
|

DAN MARCE,
_by his attorney Tim J. LaFrance

DGM BANK & TRUST INC.,
by its attormey Tim J. LaFrance

COURTLAND MANAGEMENT LTD.,
by its attorney Tim J. LaFrance

1401993 ONTARIO LIMITED,
by its attorney Tim J. LaFrance

=

MORLEY SILVER,
by his attorney Tim J. [aFrance

SHELDON FRIEDLAND,
by his attorney Tim J. LaFrance
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MICHAEL SILVER,
by his attorney Tim J. LaFrance

MIKE PILON, bR
by his attorney Tim J. LaFrance

GEORGE KRIESER,
by his attomey Tim J. LaFrance



Ve

POLAR MOUNTAIN CORP.,

. by its attorney Tim J.

PERRY WOLFMAN,
by his attorney Tim J. LaFrance

LDL CORP.,
by its attorney Tim J. LaFrance

OWEN MITCHELL,
by his attomey Tim J. LaFrance

YEE ON INVESTMENT COMPANY LTD.,
by its attorney Tim J. LaFrance

'VAN DE HOLDING CO.LTD.,
by its attormney Tim J. LaFrance

KARAL MANAGEMENT LIMITED,
by its attorney Tim J. EaFrance

SUNDOG SERVICES LTD,,
by its attorney Tim J. LaFrance
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Group A Shareholders

SCHEDULE "A"

Number of Shares

Certificate Number

Gasco Holdings Inc.

Shalcor Management Inc.

Altfuel Strategic Investments Ltd.

I

Vertex Energy Limited

Sempra Energy Tigding Corp.

F

Mark Silver

Nino Silvestri

Stephen Plummer

4
-
v
o
w
-
L4
-—
-
-
-

Kevin Sterlin

Morley Si

{

Mike Pilon
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Group A Shareholders

[\

Number of Shares

Certificate Number

Larry Galbo

Raymond Samuels

Andi Weiii- |||

Shalcor Management Inc.

Brian Marsellus

Total;
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SCHEDULE "B"

Group B Sharcholders Number of Shares Certificate Number
Investment Saskatchewan Inc. - 00000077
—_—

FCC Venture;, A Division of Farm 00000078

Credit Canada _
-

ot s e -

(S;:icwkv?:r(l:s\{::stg;eju)nd In.c. - 00000080

Prairie Ventures Limited Péi‘rtnership - 00000081

Y

Golden Oiortunities Fund Inc. - 00000082

Pro-Test Enerii Ltd.: - - 00000083

Rick Funk ] vy 00000084
N

Ned Studer Yy 00000085
JE.

Glenda Bourk u— 00000086
S

J. Drummond Farms Inc. - 00000087
.

Raymond Va L 00000088

l

G:\064 00510001 \Material Contracts\Escrow\Agreement 09.doc



[ 5]

Group B Shareholders Number of Shares Certificate Number
Morin Groul i'| - 00000089
Peter Jelte wyy 00000090
_ Lex Minerals Inc. - (1000091
J
Tim Wicijowski - 00000092
L
—— - 00000093
Ron Nuient - 00000094
101072357 Saskitchewan Lid. - 00000095
.
% L 00000096
Jim Baird " - 00000097
S
Grdnatier Investments - 00000098
L
Michael Lanigan L] 00000099
DaveDumn u 00000100
“John Ritchie u 00000101
T
Dan Marce ly 00000102
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(%)

Group B Sharcholders Number of Shares Certificate Number
DGM Bank & Trust Inc. o -
-
Courtland Management Ltd. - 00000104
.
1401993 Ontario Limited uy 00000105
S
Michael Silver - 00000106
U
| 'orlei Siliel - 00000107
Mike Pilon - 00000108
.
Sheldon Friedland - 00000109
U
: Georie Kreser - 00000110
i L 00000111
Perry Wolfman - -
-
DL ciil ||I L 00000112
Yee on Investment Company Lid. - -
S
Owen Mitchell > 00000113
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Group B Shareholders Number of Shares Certificate Number
Van De HoIdini Co. Lid. o 000001 14
Karal Management Limited L 00000114
S
G-5 Management Ltd. - 00000116
. "
| — 00000117

Sundoi Services Lid.

Total: 3,655,522

G\064009Y0001 \Material Conmracts\Escrow\Agreement 09 dac



SCHEDULE "C"

Group C Shareholders Number of Withholding Shares

Gasco Holdin

Altfuel Stmi;c ic Investments Lid.

Sempra Energy Trading Corp.

Larry Galbo

Andy Weiner

Perry Wolfman

Yee on Investment Company Lid.

DGM Bank & Trst Inc.

Total: 13,308,669
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‘\.

GASCO HOLDINGS INC., 1663749 ONTARIO LIMITED SN
AND SHALCOR MANAGEMENT INC. AU

as UEC Principal Shareholders
and
UEC DISTRIBUTORS GROUP LTD.
and

NINO SILVESTRI, STEPHEN PLUMMER, KEVIN STERLING, MORLEY SILVER, MIKE
PILON, LARRY GALBO, RAYMOND SAMUELS, ANDY WEINER AND BRIAN MARSELLUS

as UEC Non-Principal Shareholders
and
UNIVERSAL ENERGY CORIPORATION
and
SEMPRA ENERGY TRADING CORP.
and
UNIVERSAL ENERGY GROUP LTD.

as Purchaser

ACQUISITION AGREEMENT

February 1, 2007
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ACQUISITION AGREEMENT

Acquisition Agreement dated as of February 1, 2007 among (i) Gasco Holdings Inc., 1663749 Ontario
Limited and Shalcor Management Inc. (cach a "UEC Principal Shareholder” and, collectively the "UEC
Principal Shareholders™), (ii) UEC Distributors Group Ltd. ("UEC Distributors"), Nipo Silvestd,
Stephen Plummger, Kevin Sterling Morley Silver, Mike Pilon, Larry Galbo, Raymond Samuels, Andy
Weiner and Brian Marsellus (each a "UEC Non-Principal Shareholder” and, collectively, the "UEC
Non-Principal Shareholders™), (ii) Universal Energy Corporation ("UEC"), (iv) Sempra Energy
Trading Corp. ("Sempra™) and (v) Universal Energy Group Ltd. (the "Purchaser”).

The Parties agree as follows:

ARTICLE 1
INTERPRETATION

11 Defined Terms.
In this Agreement, the following terms have the following meanings:

"Accounts Receivable” means all accounts receivable, notes receivable and other debts due or accruing
due to either UEC or UEC U S.

"Additional Indemnitees” means, with respect to any Person (o which an indemnity is pranted pursuant
to Article 11, its Affiliates and the respective shareholders, directors, officers, servants, agents, advisors
and employees of that Person and its Affiliates.

"Affiliate” has the same meaning as "affiliatc"” under the Securities Act (Ontario).

"Agreement” mcans this acquisition agreement and all schedules and instruments in amendment or
confirmation of it; and the expressions "Article” and "Section" followed by a number mean and refer to
the specified Article or Section of this Agreement.

"Agreement Default" means any misrepresentation or breach of warranty made by a Party, or the failure
of a Party to perform or observe in any respect any of the covenants or agreements to be performed by
such Party under this Agreement or any Ancillary Agreement.

"Ancillary Agreements” means all agreements, certificates, documents and other instruments delivered
or given pursuant to this Agreement.

"applicable privacy laws" means any and all applicable laws relating to privacy and the collection, use
and disclosure of Personal Information in all applicable jurisdictions, including but not limited to the
Personal Information Protection and Electronic Documents Act (Canada) andfor any comparable
provincial law (including the Personal Information Protection Act (Alberta) and the Personal Information
Protection Act (B.C.)).

"Assets” means the assets, properties and rights beneficially owned by UEC and UEC U S.
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"Auditor" means KPMG LLP.

"Authorization" means, with respect to any Person, any order, permit, approval, waiver, licence or
similar authorization of any Governmental Entity having jurisdiction over the Person.

"Balance Sheet Date” means September 30, 2006.

“Best Efforts" means the efforts that a prudent Person who desires to complete the transaction would use
in similar circumstances to ensure that a closing occurs as expeditiously as possible without the necessity
of assuming any material obligations or paying any material amounts to an unrelated third party.

"Books and Records" means all books of account, financial statements, tax records, audit working
papers, general ledgers, personnel records, sales and purchase records, customer and supplier lists, lists of
potential customers, referral sources, research and development reports and records, preduction reports
and records, equipment logs, operating guides and manuals, business reports, plans and projections and
all other documents, files, cormespondence, minute books and corporate records and other information
{whether in writien, printed, electronic or computer printout form) relating to UEC, UEC U.S. and the
Business.

"Business" means the electricity and natural gas marketing business historically carried on by UEC and
UBC U.S. and to be carried on by UEC and UEC U.S. immediately following the Closing, as described in
the Prospectus.

"Business Day” means any day of the year, other than a Saturday, Sunday or any day on which banks are
required or authorized to close in Toronto, Ontario and Regina, Saskatchewan.

"Closing" means the completion of the transactions contemplated in this Agreement.
"Closing Date” means the date of closing of the Offering.

"Closing Time" means 8:00 a.m. (Toronto time), on the Closing Date, or such other time as the UEC
Principal Shareholders and the Purchaser may agree in writing.

"Contracts" means all contracts, including leases of personal property, leases of vehicles, machinery and
equipment, licences, software licences, undertakings, engagements or commitments of any nature, written
or oral, to which either UEC or UEC U.S. is entitled or is a party.

"CRA" means the Canada Revenue Agency.

"Effective Time" means 5 minutes after the effective time of the closing of the Offering on the Closing
Date.

"Employee Plans" means all employee benefit, fringe benefit, supplemental unemployment benefit,
bonus, incentive, deferred compensation, profit sharing, termination, severance, change of control,
pension, retirement, stock option, stock purchase, stock appreciation, phantom stock, savings, health,
welfare, medical, dental, disability, life insurance and similar plans, programmes, arrangements or
practices relating to the current or former employees, officers or directors of either UEC or UEC U.S., or
their respective dependents or beneficiaries, maintained, sponsored or funded by eithec UEC or ULEC
U.S., whether written or oral, funded or unfunded, mnsured or self-insured, registered or unregistered.
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"Employees" means all of the current, active (full-time and part-time) employees and independent
contractors of UEC or UEC U.S.

"Envirenment" mcans the environment or natural environment as defined in any Environmental Laws
and includes air, surface water, ground water, land surface, soil and subsurface strata.

"Environmental Approvals" mecans permits, certificates, licences, anthorizations, consents, agreements,
instructions, directions, registrations or approvals required by a Governmental Entity pursuant to an
Environmental Law with respect to the operation of the Business or relating to the Assets.

"Environmental Laws"” means all applicable Laws and agreements with Governmental Entities and all
other statutory requirements relating to public health or the protection of the environment and all
Authorizations, guidelines and policies issued pursuant to such Laws, agreements or statutory
requirements.

“Escrow Agent" means Computershare Trust Company of Canada, in its capacity as escrow agent under
the Escrow Agreement.

"Escrow Agreement" means the escrow agreement among each of the Vendors, the Purchaser, the
vendors under the TGF Acquisition Agreement and the Escrow Agent in the form attached hereto as
Schedule 9.2(1).

"Exercise Amount" has the meaning specified in Section 3.3(a).
"Facilities Locations" means the Leased Property.

"Financial Statements" means the consolidated balance sheet of UEC at Sepfember 30, 2006 and the
accompanying statements of earnings, retained earnings and cash flows for the period from October 1,
2005 to Septermber 30, 2006 and all notes thereto as andited by KPMG LLP.

"GAAP" means at any time, accounting principles generally accepted in Canada including those sct out in
the Handbook of the Canadian Institute of Chartered Accountants, at the relevant time applied on a
consistent basis.

"Governmental Entity" means (i) any multinational, federal, provincial, state, municipal, local or other
governmental or public department, central bank, court, commission, board, bureau, agency or
instrumentality, domestic or foreign (ii) any subdivision or authority of any of the foregoing, or (iii) any
quasi-governmental or private body excreising any regulatory, expropriation or taxing authority under or
for the account of or in lieu of any of the above.

"Hazardous Substance" means any substance or material that is prohibited, controlled or regulated under
any Environmental Laws including any sound, heat, vibration, radiation or other form of energy,
contaminant, pollutant, dangerous substance, toxic substance, designated substance, controlled product,
hazardous waste, subject waste, hazardous material, dangerous good or petroleum, its derivatives, by-
products or other hydrocarbons.

"Indemnifted Losses” means all losses, costs, damages, expenses, charges, fines, penalties, assessments
or other liabilities whatsoever, but does not include consequential, incidental, loss of profits or punitive
losses, damages or claims.
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"Information Technology” mcans all computer hardware, software (including source code and object
code, documentation, interfaces and development tocls), websites, databases, telecommunications
cquipment and facilities and other information technology systems owned, used, licensed or held by or
pertaining to UEC or UEC U.S.

"Intellectual Property" mecans (i} any rade marks, trade names, business names, brand names, domain
names, service marks, computer software, computer programs, copyrights, including any performing,
author or moral rights, dcsigns, inventions, patents, franchises, formulas, processes, know-how,
technelogy and related goodwill, (ii) any applications, registrations, issued patents, continuations in part,
divisional applications or analogous rights or licence rights therefor, and (1ai) all other intcllectual or
industrial property.

"Interim Peried" rocans the period between the close of business on the date of this Agreement and the
Closing.

“ITA" means the Income Tax Act (Canada).

"Laws" means any and all applicable laws including all statutes, codes, ordinances, decrees, rules,
regulations, municipal by-laws, judicial or arbitral or adminisirative or ministerial or departmental or
regulatory judgruents, orders, decisions, ruling or awards, and general principles of common and civil law
and equity, binding on or affecting the Person referred 10 in the context in which the word is used.

"Lease" means the lease with respect to the Leased Property described in Schedule 5.1(u).

"Leased Property" means the lands and premises listed and described in Schedule 5.1(u) by reference to
their municipal address.

"Lien" means any mortgage, charge, pledge, hypothecation, security interest, assignment, licn (statutory
or otherwijse), title retention agreement or arrangernent, restrictive covenant or other encombrance of any
nature and will include any arrangement or condition which, in substance, secures payment or
performance of an obligation.

"Lock-Up Agreement" means the undertaking from each of the Vendors and from each of the vendors
under the TGF Acquisition Agreement to the Underwriters in the form attached hereto as Schedule 9.2(j).

"Material Adverse Effect" or "Material Adverse Change” means any effect or change on the
Purchaser, UEC, UEC U.S. or the Business, in each case taken as a whole, that is or is reasonably likely
to be materially adverse to: (i) the results of operations, condition (financial or otherwise), assets,
properties, capital, liabilities (contingent or otherwise), prospects, cash flow, income, business or
operations of the Purchaser, UEC, UEC U.S. or the Business, in each case taken as a whole; or (ii) the
ability of UEC and UEC U.S. to continue to conduct the Business following Closing substantially in the
manner as curcently conducted. '

"Material Authorizations" has the meaning specified in Section 5.1(c).

"Material Contracts" means the contracts which are material to the Business and which are listed and
deseribed in Schedule 5.1(v).
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"Material Fact" means, when used in relation to securitics issued or proposed to be issued, a fact that
significantly affects or would reasonably be expected to have a significant effect on the market price or
value of the securities.

"Misrepresentation” means (i} an untrue statement of Material Fact, or (ii) an omission to state a
Material Fact that is required to be stated, or (iii) an omission to stale a Material Fact that is necessary to
be stated in order for a statement not to be misleading.

"MK" means MacLean Keith, barristers and solicitors.

“Non-Resident Vendor” means the Persons listed on Schedule 3.6 as non-residents of Canada for the
purposes of the ITA.

"Notice of Claim" means a notice by a Vendor or the Purchaser, as applicable of a claim for losses
pursuant to Sections 11.1 or 11.2, as applicable, together with detailed particulars as to the nature and
amount of the claim, the basis upon which it is socught and the provisions of this Agreement applicable to
such claim.

"Offering" means the proposed initial public offering of common shares of the Purchaser as described in
the Prospectus.

"Offering Price" has the meaning specified in the Prospectus.

"Ordinary Course" means, with respect to an action taken by a Person, that such action is consistent

with the past practices of the Person and is taken in the ordinary course of the normal day-to-day

operations of the Person.

"Over Allotment Amount" has the meaning specified in Section 3.3,

"Over-Allotment Option" has the meaning specified in the Prospectus.

"Particular Vendor" and "Particular Vendors" have the meaning specified in Section 8.2.

"Parties” means the Vendors, the Purchaser and UEC.

"Permitted Liens” means any one or more of the following:

(a) Liens for taxes, assessments or governmental charges or levies which are not delinquent and for
which adequate reserves have been maintained in UEC's or UEC U.S.' financial statements in
accordance with GAAP,

(b) inchoate or statutory Liens of contractors, subcontractors, mechanics, workers, suppliers,
materialmen, carmriers and others in respect of the construction, maintenance, repair or operation
of the Asscts, provided that such Liens are related to cobligations not due or delinquent, are not
registered against title to any Assets and in respect of which adequate holdbacks are being

maintained as required by applicable Law; -

(c) the right reserved to or vested in any Governmental Entity by any statutory provisicn or by the
terms of any licence, franchise, grant or permit of the Vendor, to terminate any such licence,
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franchise, grant or permit, or to require annual or other payments as a condition of their
continuance; and

(d) the rights of the relevant lessors provided under each of the Leases and the leases forming part of
the Contracts in each case as permitted by applicable Law.

"Person” means a natral person, partnership, limited liability partnership, corporation, joint stock
company, trust, unincorporated association, joint venture or other entity or Governmental Entity, and
pronouns have a similarly extended meaning.

"Personal Information” means information about an identifiable individual but excludes an individual's
name, position name or title, business telephone number, business address, business e-mail, business fax
number and other similar business information collected, used or disclosed to contact an individual in
their capacity as an official or employee of an organization.

"Prime Rate" means the annual rate of interest designated by the main branch in Toronto of the
Toronto-Dominion Bank as its reference rate for Canadian dollar commercial loans made in Canada and
which is announced by such bank as its prime rate.

"Prospectus” means the final prospectus to be filed with the securities regulatory authorities in each of
the provinces and territories of Canada in connection with the Offering.

"Public Statement” has the meaning specified in Section 15.3.

"Purchase Price" has the meaning specified in Section 3.1.

"Purchase Price Share” and "Purchase Price Shares” have the meaning specified in Section 3.2(b).
"Purchased Entities” means UEC and UEC 1.S.

"Purchased Shares" has thc meaning specificd in Section 2.1.

"Purchaser” has the meaning specified on the first page of this Agreement.

"Related Party" means, in reference to a Party: (a) its Affiliates; (b) its directors, officers and employees;
(c) its Affiliates' directors, officers and employees, and (d) its reprcsentatives, agents, legal counsel,
consultants and advisers; provided that prior to Closing, but not thereafier, the Purchased Entities' officers
and directors will be Related Parties of the Vendor and afier Closing, but not prior thereto, the Purchased
Entities' officers and directors will be Related Parties of the Purchaser.

“Release” has the meaning prescribed in any Environmental Law and includes any release, spill, leak,
pumping, pouring, emission, emptying, discharge, injection, escape, leaching, disposal, dumping, deposit,
spraying, burial, abandonment, incineration, seepage, placcment or introduction.

"Restricted Right" means any Contract or Authorization which by its terms requires consent or approval
of the other party or parties thereto or the issuer for completion of the transactions contemplated by this
Agreement or in respect of which the completion of the transactions contemplated by this Agreement will
increase the obligations or decrease the rights or entitlements of UEC or UEC U.S. uader such Contract or
Governmental Authorization.
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“Required Consents” means all consents, approvals or authorizations that are required to consummate
the transactions contemplated by this Agreement, the execution of this Agreement, the Closing or the
performance of any terms of this Agreement, including those set forth in Schedule 7.5, except those
consents, approvals or authorizations, the absence of which, would not, individually or in the aggregate,
have a Material Adverse Effect.

"Section 116 Certificate” mcans the certificate to be obtained in respect of a "non-resident” as more
particularly described in Section 116 of the TTA.

“Section 116 Certificate Limit” means the certificate limit (as that term is used in subsection 116(2) of
the TTA) as set forth in each Section 116 Certificate required with respect to the applicable Non-Resident
Vendor's Purchased Shares, provided however, that until the applicable Section 116 Certificate is
delivered to the Purchaser, the Section 116 Certificate Limit for such Section 116 Certificate will he
deemed to be zero.

"Section 116 Remittance Date” means the later of (i) the 27th day following the end of the calendar
month in which the Closing Date occurs; and (ii) such later date, in lieu of the deadline specified in
subsection 116(5) of the TTA, that CRA confirms in writing to the Purchaser, in form and substance
acceptable to the Purchaser, acting reasonably, provided that a copy of such confirmation has been
delivered to the Purchaser before the time described in (i) above.

"Section 116 Withholding Amount” in respect of a particular Non-Resident Vendor means 25% of the
amount (if any) by which the Non-Resident Vendor's portion of the Share Purchase Price payable
hereunder in respect of the Non-Resident Vendor's Purchased Shares exceeds the Section 116 Certificate
Limit for the applicable Section 116 Certificate,

"Sempra” has thc meaning specified on the first page of this Agreement.

"Survival Period" means:

(a) for the representations and warranties set forth in Sections 4.1(a), 4.1(b)}1), 4.i(e) and 4.1(f), an
indefinite period following the Closing Date;

()] for the representation and warranty set forth in Section 5.2, a period of 3 years and 90 days
following the Closing Date;

(c) for the representations and warranties set forth in Section 5.1(jj), a period ending on:

() the expiry of the reassessment period in respect of any taxation years, or similar reporting
periods, of a Purchased Entity which end on or prior to the Closing Date without taking
into account any extension 10 such periods resulting from any agreement, waiver, act or
omission after Closing; or

(ii) if there is no such reassessment period, 2 years following the Closing Date; and

(d) for all other representations and warranties of the Vendors or the Purchaser set forth in this
Agreement or in any Ancillary Agrecement, a period of 2 years following the Closing Date.
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"Tax" or "Taxes" means all taxes, duties, fees, premiums, assessments, levies and other charges of any
kind whatsoever imposed by any taxing or other Governmental Entity, together with all interest and
penalties in respect thereof.

"Tax Returns" includes all returns, reports, declarations, elections, filings, information returns and
statements required to be filed in respect of Taxes.

"UEC" has the meaning specified on the first page of this Agreement.
"UEC Distributors" has the meaning specified on the first page of this Agreement.

"UEC Intellectual Property” means the Intellectual Property or Information Technology owned, used,
licensed or held by or pertaining to UEC, UEC U.S., the Business or the Assets.

"UEC Non-Principal Shareholder" and "UEC Neon-Principal Shareholders" have the meaning
specified on the first page of this Agreement.

"UEC/Sempra Share Pledge” means the securities pledge agreement dated as of February 2, 2007 made
by the Purchaser to and in favour of Sempra.

"UEC U.S." means Universal Gas & Electric Corporation, a Delaware corporation.
“UEC U.S. Shares” means all the issued and outstanding shares in the capital of UEC 11.5.

"UEC USA" means the unanimous shareholders' agreement dated July 14, 2005 among Sempra, UEC
Distributors, the UEC Principal Shareholders, Mark Silver, Gary Drummond and UEC, as amended and
supplemented.

"UEC Principal Shareholder” and "UEC Principal Shareholders” have the meaning specified on the
first page of this Agreement.

"UEC Shares" means all the issued and outstanding comumon shares and class C shares in the capital of
UEC, being all the issued and outstanding shares in the capital of UEC.

"TGI™ means Terra Grain Fuels Holdings Inc., a corporation incorporated under the federal laws of
Canada.

"TGF Acquisition Agreement” means the acquisition agreement dated as of February 1, 2007 among
Altfuel Strategic Investments Ltd., Vertex Energy Limited, TGF, Terra Grain Fuels Inc., Sempra, the
Purchaser and others.

"Transaction” means the transactions contemplated by this Agreement.

"Transaction Costs” means all expenses of or incidental to the Offering including, without limitation,
listing fees, expenses payable in connection with the qualification of the common shares of the Purchaser
for sale to the public, printing and translation, costs of the certificates, fees of the transfer agent and
registrar, as the case may be, the fees and expenses of counsel for the Purchaser, all fees and expenses of
local counsel, all fees and expenses of the Purchaser's auditors, all costs relating to information meetings
and all costs incurred in connection with the preparation and printing of the Prospectus, the expenses of
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the Underwriters (to the extent payable by the Purchaser pursuant to the Underwriting Agreement (as that
term is defined in the Prospectus)) and any other amounts payable to the Underwriters or any of them in
conmection with the Offering, the transactions comtemplated by this Agreccment and the Universal
Acquisition Agreement.

"Underwriters" has the meaning specified in the Prospectus.

"Vendors" means the UEC Principal Shareholders, the UEC Non-Principal Shareholders and Sempra and
"Vendor" means any one of them.

1.2 Gender and Number.

Any reference in this Agreement or any Ancillary Agreement to gender includes all
genders and words importing the singular noumber only will include the plural and vice versa.

1.3 Headings, etc.

The provision of a Table of Contents, the division of this Agreement into Asticles and
Sections and the insertion of headings arc for convenient reference only and are not to affect its
intcrpretation.

1.4 Currency.

All references in this Agreement or any Ancillary Agreement to dollars, unless otherwise
specifically indicated, are cxpressed in Canadian currency.

15 Certain Phrases, etc.

In this Agreement and any Ancillary Agreement (i) (y)the words "including" and
"includes" mean "including (or includes) without limitation”, and (z) the phrase “"the aggregate of”, "the
total of", "the sum of", or a phrase of similar meaning means “the aggregate (or total or sum), without
duplication, of", and (ii) in the computation of periods of time from a specified date to a later specified
date, unless otherwise expressly stated, the word "from" means "from and including" and the words “to"
and "until" each mean "to but excluding”.

1.6 Knowledge.

Where any representation or warranty of a Vendor, the Vendors or UEC is expressly
qualified by reference to knowledge or awareness (or similar qualification) it will be deemed to refer to
the actual knowledge of such Vendor or Vendors or UEC (afier reviewing all relevant records and making

due inquires regarding the relevant matter of all relevant directors, officers and employees of such Party
and, as applicable, the relevant senior managers of UEC and UEC U.S)).

1.7 Accounting Terms.

All accounting terms not specifically defined in this Agreement will be interpreted in
accordance with GAAP.
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1.8 Incorporation of Schedules.

The schedules attached to this Agreement will, for all purposes of this Agreement, form
an mtegral part of it.

ARTICLE 2
PURCHASE AND SALE

2.1 Purchase and Sale,

Subject to the terms and conditions of this Agreement, at the Closing Time, but effective
as at the Effective Time, cach of the Vendors will sell, assign and transfer to the Purchaser, and the
Purchaser will purchase and accept from each of the Vendors, the UEC Shares set forth opposite the name
of each such respective Vendor in Scheduie A, totalling 100,000 common and 25,000,000 class C shares
UEC Shares (collectively, the "Purchased Shares").

ARTICLE 3
PURCHASE PRICE

31 Purchase Price.

The aggregate purchase price (the "Purchase Price") payable by the Purchaser to the
Vendors for the Purchased Shares will be $241,889,993. The Purchase Price will be allocated as
$216,889,993 in respect of the common shares forming part of the Purchased Shares and $25,000,000 as
the class C shares forming part of the Purchased Shares.

3.2 Payment of the Purchase Price.
At the Closing, $229,514,989 of the Purchase Price will be paid and satisficd by way of:

(a) the Purchaser paying, or arranging for the payment of, by wire transfer to MK in trust on behalf
of the Vendors, of the amounts set forth opposite the name of the respective Vendors set forth in
Schedule A, aggregating $61,050,000; and

(b) the issuance by the Purchaser to each of the Vendors of that number of common shares of the
Purchaser (each a "Purchase Price Share" and, collectively, the "Purchase Price Shares”) set
forth opposite the name of the respective Vendors in Schedule A, aggregating 15,314,999
Purchase Price Shares. The Vendors acknowledge and agree that such Purchase Price Shares will
be:

(1) in the case of Vendors other than Non-Resident Vendors, delivered to the Escrow Ageat
and held in escrow pursuant to the terms of the Escrow Agreement; and

(i) in the case of each of the Non-Resident Vendors, withheld by the Purchaser pursuant to
Section 3.6(b). Upon completion of the dispositions, if any, of each such Non-Resident
Vendor's withheld Purchase Price Shares pursuant to Section 3.6, the Purchaser will pay
the balance, if any, of such Non-Resident Vendor's withheld Purchase Price Shares to the
Escrow Agent to be held in escrow pursuant to the terros of the Escrow Agreement.
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Further Payment of Purchase Price and Over Allotment Matters.

A further amount of $12,375,004 (the "Over Allotment Amount") on account of the

Purchase Price will be payable by the Purchaser to the Vendors within 30 days after the Closing Time,
paid as follows: '

(a)

(b)

34

to the extent that the Over-Allotment Option is exercised by the Underwriters, the Purchaser will
pay to MK in trust on behalf of the Vendors, in the relative proportions set forth in Schedule A,
the cash proceeds reccived by the Purchaser on the exercise of the Over-Allotment Option by the
Underwriters (the "Exercise Amount"); and

the Purchaser will issue to the Vendors, in the relative proportions set forth in Schedule A, that

‘number of common shares of the Purchaser as is equal to (A) the Over Allotment Amount minus

the Exercise Amount, divided by (B) the Offering Price. The Vendors acknowledge and agree
that such common shares of the Purchaser will be delivered to the Escrow Agent and held in
escrow pursuant to the terms of the Escrow Agreement.

No Effect on Other Rights.

The determination of the Purchase Price in accordance with the provisions of this

Article 3 will not limit or affect any other rights or causes of action either the Purchaser or any of the
Vendors may bave with respect to the representations, warranties, covenants and indemnities in its favour
contained in this Agreement.

s

(a)

(b

36

(a)

Tax Election.

In respect of each of the Vendors that at any time hereafter delivers a duly completed
Form T2057 and any documents required in support thereof, with respect to the purchase of the
Purchased Shares hercunder, the Purchaser agrees to enter into a joint election with such Vendor
pursuant to subsection 85(1) of the ITA in the prescribed form, at an agreed amount determined
by such Vendor, provided such agreed amount is within the parameters set out in the ITA and
provided further that such Vendor will bear full responsibility and Lability for filing such joint
election with the CRA, irrespective of whether such joint election is filed within or outside the
time period prescribed under subsection 83(6) of the ITA.

Each of the Vendors acknowledges and agrees that the Purchaser will have no responsibility or
liability in respect of any assessment or rcassessment which may arise as a result of an election
made in accordance with the provisions hereof. Each of the Vendors further agrees that it will
indemnify and save harmless, the Purchaser from and against any and all assessments,
reassessments, penalties, losses and expenses incurred by the Purchaser as a result of the filing of
any elections pursuant to this Sectton 3.5 with respect to such Vendor.

Section 116 Matters — Purchased Shares.
Delivery of the Section 116 Certificates. Subject to this Section 3.6, each Non-Resident Vendor

will take all reasonable steps to obtain and deliver a Section 116 Certificate to the Purchaser on or
before the Closing Date.
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Section 116 Withhelding. If a Section 116 Certificate specifying a Section 116 Certificate Limit
in an amount that is not less than the portion of the Purchase Price payable hereunder in respect of
the applicable Non-Resident Vendor's Purchased Shares is not delivered to the Purchaser at or
before the Closing, the Purchaser wiil withhold the Purchase Price Shares that would otherwise
have been delivered 1o the Non-Resident Vendor in payment of the Purchase Price otherwise
payable hereunder to the Non-Resident Vendor at the Closing and such Purchase Price Shares
will be held and disbursed by the Purchaser in accordance with the following provisions of this
Section 3.6. '

Section 116 Payments to the CRA. If a Non-Resident Vendor's Parchase Price Shares are
withheld under Section 3.6{b) and the Purchaser has received confirmation from the CRA that the
CRA will issue a Section 116 Certificate to the applicable Non-Restdent Vendor if an amount not
exceeding the net amount for which the Non-Resident Vendor's Purchase Price Shares could be
sold is reccived by the Receiver General of Canada before the Section 116 Remittance Date,
which confirmation has been communicated to the Purchaser and is, in form and substance,
acceptable to the Purchaser, acting reasonably, the Purchaser will then dispose of, in any manner
it sees fit, a sufficient portion of such Non-Resident Vendor's Purchase Price Shares in order to
pay that amount and pay that amount to the Receiver General of Canada solely for purposes of
obtaining the applicable Section 116 Certificate and subject to the condition that any part of that
amount not so applied and not returmed by the Receiver General of Canada to the Purchaser will
be applied to the Purchaser's remittance obligation under subsection 116(5) of the ITA. The
Purchaser will make reasonable efforts to effect an arrangement with the CRA to make the
payment described in this Section 3.6{c) and the Section 116 Certificate issnance to occur on a
simultancous basis.

Payments to Non-Residents. If a Non-Resident Vendot's Purchase Price Sharcs are withheld
under Section 3.6(b) and, beforc the Section 116 Remittance Date, the Non-Resident Vendor
delivers to the Purchaser a Section 116 Certificate in respect of such Non-Resident Vendor's
Purchased Shares that is satisfactory to the Purchaser, acting reasonably, the Purchaser will
promptly deliver to such Non-Resident Vendor: (i) the Non-Resident Vendor's Purchase Price
Shares if such Section 116 Certificate is issued pursuant to subsection 116(4) of the ITA; or (ii)
where Section 3.6(c) does not apply, the Non-Resident Vendor's Purchase Price Shares less such
number of the Non-Resident Vendor's Purchase Price Shares having an aggregate value,
determined by the Purchaser, acting reasonably, equal to the product of (A) the amount by which
the portion of the Purchase Price payable hereunder in respect of the Non-Resident Vendor's
Purchased Shares exceeds the amount specified in such Non-Resident Vendor's Scction 116
Certificate in respect of the Non-Resident Vendor's Purchased Shares as the Section 116
Certificate Limit or proceeds of disposition, and (B) 25%, if such Section 116 Certificate is issued
pursuant to subsection 116(2) of the ITA.

Remittances to the CRA. If the Purchaser has withheld a Non-Resident Vendor's Purchase Price
Shares pursuant to Section 3.6(b) and a Non-Resident Vendor does not deliver to the Purchaser,
(i) any Section 116 Certificate, or (ii}a Section 116 Certificate under subsection 116(2) or
subsection 116(4) of the ITA in respect of the Purchased Shares of the Non-Resident Vendor that
specifies a Section 116 Certificate Limit or proceeds of disposition equal to or greater than the
portion of the Purchase Price payable hereunder in respect of the applicable Non-Resident
Vendor's Purchased Shares and that is otherwise satisfactory to the Purchaser, acting reasonably,
the Purchaser will dispose of, in any manner it secs fit, a sufficient portion of such Non-Resident
Vendor's Purchase Price Shares in order to enable the Purchaser to remit to the Receiver General

GAO6400M000 1\Material Contracts\Acquisition Agreemeni\Acquisition Agreement (uec) 07.doc



O

(g)

4.1

i3

of Canada, on or before the Section 116 Remittance Date, the applicable Section 116 Withholding
Amount and the amount so remitted will be credited to the Purchaser as a payment to such Non-
Resident on account of the Purchasc Price.

Interest. Concurrently with the payments pursuant to Section 3.6(d) or Section 3.6(e), if
applicable, the Purchaser will pay to cach applicable Non-Resident Vendor {on a pro rata basis)
the interest, if any, carned on the proceeds, if any, arising on the disposition of the applicable
Purchase Price Shares while on deposit with the Purchaser to the date of that payment (less any
Tax required to be withheld and remitted to a Governmental Entity).

Confirmations. The Purchaser will provide each applicable Nop-Resident Vendor with proof
that the applicable Purchase Price Shares and the interest, if any, earned thereon while held by the

Purchaser, have been disbursed by the Purchaser in accordance with the provisions of this Section
3.6.

ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF THE VENDORS

Representations and Warranties of the Vendors.

Fach of the Vendors severally (and not jointly or jointly and severally) represents and

warrants as follows to the Purchaser and acknowledges and confirms that the Purchaser is relying upon
the following representations and warranties in completing the transactions contemplated by this
Agreement.

(a)

(b)

Existence and Qualification. If the Vendor is a corporation, (i) it is duly organized and validly
existing and in good standing with respect to the filing of annual returns under the Laws of its
jurisdiction of incorporation, {ii) it has full power and authority to own its property, to carry on its
business in each jurisdiction in which it operates, (ji1} it has full power and authority to enter into
and perform its obligations under this Agreement and each of the Ancillary Agreements to which
it 1s a party, and (iv)it is duly qualified, licensed or registered to carry on business in all
Jjurisdictions where the nature of the property owned by it ar the business carried on by it makes
such qualification necessary, and has full legal right under the Laws of all such jurisdictions to
own its property and to carry on the business carried on by it, except to the extent that failure to
be so qualified or to have any such right has not had or would not reasonably be expected to have
a Material Adverse Effect.

Validity of Agreement. The execution, delivery and performance by the Vendor of this
Agreement and each of the Ancillary Agreements to which it is a party:

i) if it is a corporation, have been duly authorized by all necessary corporate action on the
part of it;

(it) do not (or would not with the giving of notice, the lapse of time or the happening of any
other event or condition} require any consent or approval under, result in a breach of,
default under or a violation of, or conflict with, or allow any other Person to exercise any
rights under, if it is a corporation, any of the terms or provisions of its constating
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documents or by-laws, or any material contracts or instruments to which it is a party or
pursuant to which its respective Purchased Shares may be affected, other than those
consents or approvals which have been obtained or will be obtained by the Vendor on or
prior to Closing;

(1ii) will not result in the violation of any Law;

{iv)  will not constitute a default under, or result in a viclation of any judgment, order, writ,
injunction or decree of any Governmental Entity to which such Vendor is subject; and

4 will not result in any right of first refusal becoming effective or the imposition of a Lien
on any of the Purchased Shares.

Authorizations. There is no requirement for or on the Vendor to make any filing with, give any
notice to, or obtain any Authorization of, any Governmental Entity as a condition to the lawful
completion of the transactions contemplated by this Agreement.

Executfion and Binding Obligation. This Agreement and each of the Ancillary Agreements to
which the Vendor is a party has been duly executed and delivered by it and constitutes legal, valid
and binding obligations of it enforceable against it in accordance with their respective terms
subject only to any limitation under applicable Laws relating to (i) bankruptcy, winding-up,
insolvency, arrangement and other similar Laws of general application affecting the enforcement
of creditors’ rights, and (ii) the discretion that a court may exercise in the granting of equitable
remedies such as specific performance and injunction.

Purchased Shares. The Purchased Shares set forth opposite the name of the Vendor in
Schedule A are all of the Purchased Shares owned by the Vendor. The percentage of Purchased
Shares owned by the Vendor is set out in Schedule A. The Vendor is the beneficial owner of
record of such Purchased Shares, with good and marketable title thereto, free and clear of all
Liens other than restrictions on transfer set forth in the articles and the UEC USA and there are no
actions, suits, proceedings or claims pending or, to the knowledge of the Vendor, threatened with
respect o or in any manner challenging the ownership or disposition of such securities or the
exercise of any rights which are derived or attached thereto. The Vendor has the exclusive right
to dispose of such Purchased Shares as provided in this Agreement.

Pre-Emptive Rights - Shares. Except pursuant to this Agreemeni and the UEC USA (it being
acknowledged that the reference herein to the UEC USA is subject to Section 9.4}, no Person has
any agreement or option or any right or privilege {(whether by law, pre-emptive right, contract or
otherwisc) capable of becoming an agreement, option, right or privilege for the purchase or other
acquisition from the Vendor of any of the Purchased Shares set forth opposite the name of the
Vendor in Schedule A or any interest therein,

Residence of the Vendor. Unless it is a Non-Resident Vendor, the Vendor is oot a non-resident
of Canada within the meaning of the ITA.

No Finder's Fee. The Vendor has not taken, and it agrees that it will not take, any action that
would causc the Purchaser or any of its affiliates to become liable for any claim or demand for a
brokerage commissien, finder's fee or other similar payment in connection with the transactions
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contemplated hereby, other than with respect to any underwriter's fees as described in the

Prospectus.
ARTICLE 5
REPRESENTATIONS AND WARRANTIES OF
THE UEC PRINCIPAL SHAREHOLDERS AND UEC
51 Representations and Warranties of the UEC Principal Sharcholders and UEC.

Each of the UEC Principal Sharcholders and UEC severally (and not jointly or jointly and
scverally) represents and warrants as follows to the Purchaser and acknowledges and confirms that the
Purchaser is relying upon the representations and warranties in completing the transactions contemplated
by this Agreement.

Corporate Matters

(2) Existence and Qualification. Each of UEC and UEC U.S. is a corporation duly organized and
validly existing and in good standing with respect to the filing of annual returns under the Laws
of Ontario and Delaware, respectively, being its respective jurisdiction of incorporation. Each of
UEC and UEC U.S. has fuil power and authority to own its property, to carry on its business in
each jurisdiction in which it operates and, in the case of UEC, to enter into and perform its
obligations under this Agreement and each of the Ancillary Agreements to which it is a party.
Each of UEC and ULEC U.8, is duly qualified, licensed or registered to carry on business in all
Jurisdictions where the nature of the property owned by it or the busincss carried on by it makes
such qualification necessary, and has full legal right under the Laws of all such jurisdictions to
own its property and to carry on the business carried on by it, except to the extent that failure to
be so qualified or to have any such right has not had or would not reasonably be expected to have
a Material Adverse Effect.

(b) Validity of Agreement. The execution, delivery and performance by UEC of this Agreement
and each of the Ancillary Agreements to which it is a party:

(1) have been duly authorized by all necessary corporate action on the part of it;

(ii) do not (or would not with the giving of notice, the lapse of time or the happening of any
other event or condition) require any consent or approval under, result in a breach of,
default under or a violation of, or conflict with, or allow any other Person to exercise any
rights under, any of the terms or provisions of its constating documents or by-laws or any
material contracts or instruments to which it is a party or pursuant to which any of the
Assets or the Business may be affected, other than those consents or approvals which
have been obtained or will be obtained by UEC on or prior to Closing;

(iit) will not result in the violation of any Law;
{iv) will not result in a breach of, or cause the termination or revocation of, any Authorization
held by UEC or UEC U S. or necessary to the ownership of the Assets or the operation of

the Business;

(v) wiil not result in the termination or amendment of any Material Contract;
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(vi)  will not constitute a default under, or result in a viclation of any judgment, order, writ,
injunction or decree of any Governmental Entity; and

(vii)  will not resulr in any right of termination or first refusal becoming effective or the
imposition of a Lien, other than Permitted Liens, on any of the Assets.

Autherizations. There is no requirement for or on UBC or UEC U.S. to make any filing with,
give any notice to, or obtain any Authorization of, any Governmental Bntity or Person as a
condition to the lawful completion of the wransactions conternplated by this Agreement. UEC and
UEC U.S. own, hold, possess and lawfully use in the operation of the Business all Authorizations
that are, in any manner, necessary for it to conduct the Business as presently or previously
conducted or for the ownership and use of the Assets in compliance with all applicable Laws
except for failures to do so which individually or in the aggregate would not have a Material
Adverse Effect (the "Material Authorizations™). All Material Authorizations are listed in
Schedule 3.1(c). Each Material Authorization is valid, subsisting and in good standing and UEC
and UEC U.S. are in compliance with all terms, conditions and expectations of each such
Material Authorization and no act, condition or event has occurred which would constitute a
default under any such Material Authorization, or which would permit (whether immediately or
with the giving of notice or the lapse of time or both) the Governmental Entity or Person issuing
or granting such Authorization to terminate, or vary adversely the terms conditions ot
expectations of, or exercise any right or remedy under, or impose any penalty with respect to, any
such Material Authorization and none of the same contains any term, provision, condition or
limitation which be reasonably likely to have a Material Adverse Effect, and, to the knowledge of
the UEC Principal Shareholders or UEC, no proceeding is pending or threatened to revoke or
limit any Material Authorization. To the knowledge of the UEC Principal Shareholders or UEC,
there are no grounds that would justify any Governmental. Entity or Person amending,
suspending, cancelling, revoking or invalidating any such Authorizations or would justify any
charge, administrative or monetary penalty, order or other proceeding against either of UEC or
UEC U.S. or the Business.

Execution and Binding Obligation. This Agreement and each of the Ancillary Agreements to
which UEC or UEC U.S. is a party has been duly executed and delivered by it and constitutes
legal, valid and binding obligations of it enforceable against il in accordance with their respective
terms subject only to any limitation under applicable Laws relating to (i) bankruptcy, winding-up,
insolvency, arrangement and other similar Laws of general application affecting the enforcement
of creditors’ rights, and (ii) the discretion that a court may exercise in the granting of equilable
remedies such as specific performance and injunction.

Restrictive Covenants. Neither UEC nor UEC U.S. is a party to or bound or affected by or
subject 1o any contract, agreement, undertaking, commitment, charter or by-law, Law or
Governmental Authorization (other than a confract, agreement, undertaking or commitment
entered into pursuant to Article 8 of this Agreement or which would not have a Material Adverse
Effect):

(i) limiting the freedom of either UEC or UEC U.S. to (A) compete in any line of business
or any geographic area, (B) acquire goods or services, (C) sell goods or services to any
customer or potential customer, or (D) transfer or move any of its assets or operations;
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{ii) that would be violated, breached by, or under which default would occur or a Lien would,
or with notice or the passage of time would, be created, or in respect of which the
obligations of UEC or UEC U.S. will increase or the rights or cntitlements of UEC or
UEC U.S. will decrease or any obligation on the part of UEC or UEC U.8. to give notice
to any Governmental Entity will arise, as a result of the execution and delivery of, or the
performance of obligations under, this Agreement or any Ancillary Agreement, except
for such violations, breaches, defaults, Liens, increcascs in obligations or decreases in
rights or entitlements or obligations to give notice which do not have a Material Adverse
Effect; or

(iii) which has a Material Adverse Effect.

Capitalization

H

o

(h)

(D

Authorized and Issued UEC Shares. The authorized capital of UEC is an unlimitcd number of
class A shares, an unlimited number of ciass B shares, an unlimited number of class C shares and
an unlimited number of common shares and the issued and outstanding UFEC Shares are as set
forth in Schedule A, and all of the UEC Shares set forth as issued are duly and validly issued and
are fully paid and non-assessable and are registered as set forth in such Schedule.

Authorized and Issued UEC 1.5, Shares. The authorized capital of UEC U.S. is 1,500 common
shares and the issued and outstanding UEC U.S. Shares are as follows:

shareholder number and class of shares
UEC 1,500 common

and all of the UEC U.S. Shares set forth above as issued are duly and validly issued and are fully
paid and non-assessable and are registered as set forth above.

Pre-Emptive Rights. Except pursuant to this Agreement, no Person has any agreement or option
or any right or privilege (whether by law, pre-emptive right, contract or otherwise) capable of
becoming an agreement, option, right or privilege, including, without limitation, any convertible
security, warrant or convertible obligation of any nature, for the purchase, subscription, allotment
or issuance of any of the unissued shares of UEC or UEC U.S.

No Restrictions on Transfer. Thcere are no restrictions in either the constating documents or the
by-laws of UEC, nor in any unanimous shareholders' agreement or voting trust agreement or
other similar collateral agreement, which would affect the transferability of Purchased Shares
from the Vendors to the Purchaser, other than the consent of the directors of UEC, and which will
not have been complied with at Closing.

General Matters Relating to the Business

@

Conduct of Business in Ordinary Course. Since the Balance Sheet Date the Business has been
carried on in the Ordinary Course and in compliance, in all material respects, with all applicable
Laws, and, except for those matters of the following types which do not have a Material Adverse
Effect, neither UEC nor UEC U.S. has:
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experienced any change in its financial condition, aperations or prospects other than
changes in the Ordinary Course, nonc of which has had a Material Adverse Effect

incurred or assumed or paid or discharged any material obligation or material liability
(direct or contingent), except for current obligations and liabilities incurred in the
ordinary and normal course of business;

except in the Ordinary Course, made any material wage or salary increases or paid any
bonus or other amounts in respect of the Employees;

hired or dismissed any senior employees or hired or dismissed more than 20 Employces;

granted any bonuses, whether monetary or otherwise, or made any general wage or salary
increases in respect of its Employees or changed the terms of employment for any
Employee or entered into a written contract with any Employee, except, in each case, in
the Ordinary Course;

directly or indirectly, engaged in any transaction, made any loan or entered into any
arrangement with any officer, director, partner, shareholder, Employee (whether current
or former or retired), consultant, independent contractor or agent of UEC or UEC U.S. or
any other Person not dealing at arm's length with it;

waived or cancelled any rights or claims or made any gift,

except in the Ordinary Course, sold or otherwise disposed of any fixed or capital assets
(other than dispositions having a fair market value, in the casc of any single sale or
disposition, less than $100,000);

except in the Ordinary Course, made, or made any commitments to make, any capital
expenditures (other than capital expenditurcs, in the case of any single capital
expenditure, less than $100,000);

incurred or assumed any obligation or liability (fixed or contingent), except those
unsecured current obligations and liabilities incurred in the Ordinary Course, none of
which has a Material Adverse Effect;

discharged or satisfied any Lien, or paid any obligation or liability (fixed or contingent)
other than liabilities included in the Financial Statements and liabilities incurred since the
Balance Sheet Date in the Ordinary Course;

incurred or experienced any damage, destruction, loss, virus or denial of service attack,
Information Technology failure, undergone any labour dispute, organizing drive,
application for certification or other event, development or condition of any character that
materially affects the business, assets, properties or future prospects of the Business;

transferred, assigned, sold or otherwise disposed of any of the assets shown or reflected
in the Financial Statements or cancelled any debts or entitlements except, in each case, in
the Ordinary Course;
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(xiv) mortgaged, pledged, subjected to Lien, granted a Lien, or permitted to exist any Lien or
otherwise encumbered any of the Assets other than in the Ordinary Course;

(xv)  amended or terminated any Material Contract;

(xvi) suoffered an extraordinary loss, or waived or omilted to take any action in respect of any
rights of material value, or entered into any material commitment or transaction not in the
Ordinary Course;

(xvii) amended its articles of incorporation, charter, by-laws or other governing documents;
(xvii) entercd into, assumed or become subject to any contract out of the Ordinary Course;

(xix) directly or indirectly, declared or paid any dividends or declared or made any other
distribution of its securities or assets or, directly or indirectly, redeemed, purchased or
otherwise acquired any of its shares or agreed to do so or reduced its stated capital in any
manner or purchased, acquired, cancelled or redeemed, or agreed to purchase, acquire,
cancel or redeem, any outstanding shares or securitics;

(xx)  made any change in its accounting policies; or
{xxi) authorized or agreed or otherwise become committed to do any of the foregoing.

9] No Material Adverse Change. Since the Balance Sheet Date there has not been any Material
Adverse Change with respect to either UEC or UEC U.S. or the Business.

) Contracts with Non-Arm's Length Persons. Except as sct forth in the Prospectus, as at
Closing, there will be no existing material Contracts or material arrangements to which either
UEC or UEC U.S. is a party in which either UEC or UEC U.S., any director or officer of either
UEC or UEC U.S. or any other Person not dealing at arm's length with either UEC or UEC U.S,,
or any director or officer of UEC or UEC U.S. has an interest, whether directly or indirectly,
including arrangements for the payment of managernent or consulting fees of any kind
whatsoever.

(m) No Obligations to Existing Shareholders. Neither UEC nor UEC U.S. has any obligations to
any of its shareholders or their respective affiliates which would in any way affect the Purchaser
or the transfer of the Purchased Shares to the Purchaser hereunder or the operation of the
Business by UEC and UEC U.S. after Closing, other than: (i} as disclosed in the Prospectus, and
(i) such obligations which will be terminated at the Effective Time.

(n) Compliance with Laws. Fach of UEC and UEC U.S,, as applicable, is conducting and has
always conducted the Business in compliance with all applicable Laws of each jurisdiction in
which the Business is carried on, other than acts of non-compliance which, individually or in the
aggregate, would not be material.

(o) No Finder's Fee. Neither UEC nor UEC U.S. has taken, and it agrees that it will not take, any

action that would cause the Purchaser or any of its affiliates 10 become liable for any claim or
demand for a brokerage commission, finder's fee or other similar payment in connection with the
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transactions contemplated hereby, other than with respect to any underwriter's fees as described
in the Prospectus.

Matters Relating to the Assects

()

(@

{(s)

®

|
|
|
|
|
i
|
0
|
|

Sufficiency of Assets. The Assets include all material rights and properly necessary to carry on
the Business after the Closing substantially in the same manner as it was conducted prior to the
Closing. The net working capital (as.determined in accordance with GAAP) of the Business as at
the date hereof and set forth in the relevant Books and Records is sufficient to camry on the
Business after the Closing substantially in the same manner as it was conducted prior to the
Closing.

Tifle to the Purchased Assets, The Asscts (i) constitute all of the assets used by UEC and UEC
U.S. in carrying on the Business, and (ii) include all of the property and assets set forth in or
reflected in the balance sheet forming part of the Financial Statements, other than assets acquired
since the Balance Sheet Date or sold, transferred or otherwise disposed of in accordance with this
Agreement since the Balance Sheet Date. UEC or UEC U.S., as applicable, has legal and
beneficial ownership of the Assets free and clear of all Liens except for Permitted Liens. No
other Person owns any property and assets which are being used in the Business except for (i) the
Leased Properties, and (i1) personal property (including vechicles, machinery and equipment)
leased by UEC or UEC U.S., as applicable, pursuant to the Contracts.

No Options, etc. No Person has any written or oral agreement, option, understanding or
commitment, or any right or privilege capable of becoming such for the purchase from UEC or
UEC US,, as applicable, of any of the Assets.

Condition of Tangible Assets. The buildings, structures, vehicles, machinery, equipment,
computers and other tangible personal property owned or used by UEC or UEC US. are
structurally sound, in good operating condition and repair having regard to their use and age and
are adequate and suitable for the uses to which they are being put. None of such buildings,
structures, vehicles, machinery, equipment or other property are in need of maintenance or repairs
except for ordinary routine maintenance and repairs that are not material in nature or cost.

No Insolvency or Bankruptcy Proceedings. Neither UEC nor UEC U.S. is insolvent or has
commmitted any act of bankruptcy, proposed any compromise or arrangement or taken any
proceeding with respect thereto and no cncumbrancer or receiver has taken possession of any of
¢cither UEC's or UEC U.S.'s property, nor is any of the foregoing, to the knowledge of the UEC
Principal Shareholders or UEC, pending or threatened.

Leases. Neither UEC nor UEC U.S. is a party to, or under any agreement to become a party to,
any leases with respect to real property that is used or to be used in the Business other than the
Lease, a copy of which has been provided to the Purchaser. The Lease is in good standing, creates
a good and valid leasehold estate in the Leased Property thereby demised and is in full force and
effect. With respect to the Lease (i) all rents and additional rents have been paid, (ii) no waiver,
indulgence or postponement of the lessee's obligations has been granted by the lessor, (iii) there
exists no event of default or event, occurrence, condition or act which, with the giving of nolice,
the lapse of time or the happening of any other event or condition, would become a default under
the Lease, (iv) to the knowledge of the UEC Principal Shareholders or UEC, all of the covenants
to be performed by any other party under the Lease have been fully performed, (v) all accounts
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for work and services performed and matenals placed or furnished upon or in respect of the
Leased Property at the request of either UEC or UEC U.S. have been fully paid and satisfied, and
no Pcrson is cntitled to claim a lien under any Law in respect of work performed or materials
provided to any real property against the Leased Property or any part thereof, other than current
accounts in respect of which the payment due date has not yet passed, and (vi) the Leased
Property is fully serviced by all public and private utility services that are necessary for the
operation of the Business and has suitable access to public roads, and there are no outstanding or,
to the knowledge of the UEC Principal Shareholders or UEC, any proposed levies, charges or
fees assessed against the Leased Property by any public authority (including development or
improvement levies, charges or fees). Schedule 5.1{(u) contains, in respect of the Lease, a
description of the leased premises (by municipal address), the term of the Lease and the rental
payments under the Lease.

No Breach of Material Contracts. The Material Contracts are the only contracts material to the
Business. Each of the Material Contracts has been duly authorized, executed and delivered by
UEC or UEC U.S., as applicable, and, to the knowledge of the UEC Principal Shareholders or
UEC, each of the other parties thereto and constitutes legal, valid and binding obligations of UEC
or UEC U.S,, as applicable, and, to the knowledge of the UEC Principal Shareholders or UEC,
each of the other partics thereto enforceable against them, subject only to limitations under
applicable Laws relating to (i) bankruptcy, winding-up, insolvency, arrangement and other similar
Laws of general application affecting the enforcement of creditors' rights, and (ii) the discretion
that a court may exercise in the granting of cquitable remedies such as specific performance and
injunction. Each of UEC and UEC U.S. has performed in all material respects all of the
obligations required to be performed by it, and is entitled to all benefits under, and is not in
default of any Material Contract. Each of the Material Contracts is in full force and cffect,
unamended, and there exists no default or ¢vent of default or event, occurrence, condition or act
{including the purchase of the Purchased Shares) which, with the giving of notice, the lapse of
time ar the happening of any other event or condition, would beceme a default or event of default
nnder any Material Contract other than any requirements to obtain the consent to assignment of
the other party. True, correct and complete copics of all Material Contracts have been delivered
1o the Purchaser.

Accounts Receivable. The Accounts Receivable are bona fide and represent amounts due with
respect to acmal arm's length transactions entered into in the Ordinary Course, and the Accounts
Receivable are not, or will not be, as the case may be, subject to any setoff or counterclaim. The
applicable reserves for doubtful accounts set [orth in the Financial Statements are made in
accordance with GAAP. :

No Breach of Other Contracts. Neither UBC nor UEC U.S. has materially violated or
materially breached any of the terms or conditions of any Contract (provided that this
representation and warranty will not apply to the Material Contracts), and to the knowledge of the
UEC Principal Sharcholders or UEC, all the covenants to be performed by any other party to such
Contract have been fully performed in all material respects.

Intellectual Property Rights. The material UEC Intellectual Property is owned by, or validly
licensed to, UEC or UEC U3, as applicable, as set forth in Schedule 5.1(y). UEC or UEC U.S,,
as applicable, has the sole and exclusive right to use the trademarks listed in Schedule 5.1(y) and
has not licenced or otherwise authorized any other Person to use any of the other UEC Intellectual
Property. To the knowledge of the UEC Principal Shareholders or UEC, the conduct of the
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Business does not materially infringe upon the Intellectual Property of any other Person and no
such infringement has been alleged by any Person. To the knowledge of the UEC Principal
Shareholders or UEC, no other Person is infringing upon the UEC Intellectual Property. Each of
UEC and UEC U.S. has taken all commercially reasonable precautions and made all
commercially reasonable efforts to protect the UEC Intellectual Property (including the making of
registrations and filings with Governmental Entities where appropriate) and to sccure the
confidentiality of its proprietary information. Neither the execution nor the consummation of the
transactions contemplated by this Agreement will adversely affect the UEC Intellectual Property.

Information Technology. The Information Technology:
{1 is suitable for the purposes for which it is being used;

(ii) is complete and no other computer hardware, software, system or other inforimation
technology is needed to carry on the Business;

(iii) i3 free from known material defects or deficiencies; and

(iv)  to the knowledge of the UEC Principal Shareholders or UEC, does not contain any
disabling mechanisms or protection features which are designed to disrupt or prevent the
use of the Information Technology, including computer viruses, time locks or any code,
instruction or device that may be used without authority to access, modify, delete or
damage any of the Information Technology.

No material upgrade to or replacement of the Information Technology after the Closing Date has
been approved by either UEC or UEC U.S.

Financial Matters

(aa)

(bb)

{cc)

Books and Records. All accounting and financial Books and Records have been fully, properly
and accurately kept and completed in all material respects.

Financial Statements. The Financial Statements have been prepared in accordance with GAAP
applied en a basis consistent with those of previous fiscal years and each presents fairly:

1 the assets, liahilitics (whether accrued, absolute, contingent or otherwise) and the
financial position and condition of UEC and UEC U.S. on a consolidated basis, as at the
date of the Financial Statements; and

(ii) the sales and earnings and results of operations of UEC and UEC U.S. on a consolidated
basis, during the periods covered by the Financial Statements.

True, correct and complete copies of the Financial Statements have been provided by the UEC
Principal Sharcholders and UEC to the Purchaser.

Absence of Undisclosed Liabilities. Since the Balance Sheet Date, neither UEC nor UEC U.S.
has incurred any liabilities or obligations {whether accrued, absolute, contingent or otherwise),
which continue to be outstanding, except (A) as disclosed in the Financial Statements, and (B) as
incurred in the Ordinary Course and which do not have a Material Adverse Effect.
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Particular Matters Relating to the Business

(dd)

(ee)

Environmental Matters.

(@

(in)

(iif)

(iv)

v)

All operations of UEC and UEC U.S. have been and are now, in compliance with all
Environmental Laws. Any Release by either UEC or UEC U.S. of any Hazardous
Substance, including from the Business or the Assets, into the Environment complicd and
complies with all Environmental Laws.

All Environmental Approvals have been obtained, are valid and in full force and effect,
have been and are being complied with, and there have been and are no proceedings
commenced or threatened to revoke or amend any Environmental Approval.

Neither UEC nor UEC U.S. has ever been prosecuted for or convicted of any offence
under any Environmental Law, nor has either UEC or UEC U.S. been found liable in any
proceeding to pay any fine, penalty, damages, amount or judgment to any Person as a
result of any Release or threateped Release or as a result of the breach of any
Environmental Law, and to the knowledge of the UEC Principal Sharcholders or UEC
there is no basis for any such proceeding or action.

Neither UEC nor UEC U.S. bas been required by any Governmental Entity to (i) alter any
of the Facilities Locations in a material way in order to be in compliance with
Environmental Laws, or (ii) perform any environmental closure, decommissioning,
rehabilitation, restoration or post-remedial investigations, on, about, or in connection with
any real property and the Facilities Locations and the Business are in compliance with
Environmental Laws.

To the knowledge of the UEC Principal Shareholders or UEC, without conducting any
investigation other than a review of its own records:

(A) none of the Facilities Locations (1) has ever been used by any Person as a waste
disposal sitc or as a licensed landfill, or (ii) has ever had asbestos-containing
materials, PCBs, radioactive substances or aboveground or underground storage
systems, active or abandoned, located on, at or under them;

(B) no properties adjacent to any of the Facilities Locations contain Hazardous
Substances in danger of migration to the Facilities Locations where such
Hazardous Substances could, if it migrated to a Facility Location, have a Material
Adverse Effect on the Facilities Locations; and

{C) there are no Hazardous Substances located in the ground or in groundwater under
any of the Facilities Locations.

Employees.

6]

Each of UEC and UEC U.S. is in material compliance with all terms and conditions of
employment and all Laws respecting employment including pay equity, wages and hours
of work, occupational health and safety and there are no outstanding claims, complaints,
investigations or orders under any such Laws. :
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(i) Neither UEC nor UEC U.S. has or is engaged in any unfair labour practice and no unfair
labour practice complaint, grievance or arbitration proceeding is pending or, to the
knowledge of the UEC Principal Shareholders or UEC, threatened against either UEC or
UEC U.S.

(iii)  No collective agreement currently exists or is being negotiated by either UEC or UEC
U.S. or any other Person.

(iv) No trade union, coupcil of trade unions, employee bargaining agency or affiliated
bargaining agent holds bargaining rights with respect to either UEC or UEC US., the
Business or to any of the Employees by way of certification, interim certification,
voluntary recognition, or succession rights, or has applied or, to the knowledge of the
UEC Principal Shareholders or UEC, threatened to apply to be certified as the bargaining
agent of any of the Employces. To the knowledge of the UEC Principal Shareholders or
UEC there are no threatened or pending union organizing activities involving either UEC
or UEC U.S,, the Business or the Employees. There is no labour strike, dispute, work
slowdown or stoppage pending or involving or, to the knowledge of the UEC Principal
Shareholders or UEC, threatened against either UEC or UEC U.S. and no such event has
occurred within the last three years.

(v) All amounts due or accrued due for all salary, wages, bonuses, commissions, vacation
with pay, and henefits under the Employee Plans have either been paid or are accurately
reflected in the Books and Records.

(vi)  Except as otherwise previcusly disclosed by the Vendor to the Purchaser, no Employee
has any agrcernent as to length of notice or severance payment required to terminaté his
or her employment, other than such as results by Law from the employment of an
employee without an agreement as to notice or severance,

{vii}  There are no outstanding assessments, penalties, fines, liens, charges, surcharges, or other
amounts due or owing pursuant to any workplace safety and insurance/workers'
compensation legislation in respect of UEC or UEC U.S. or the Business and neither
UEC nor UEC U.S. has been reassessed in any material respect under such legislation
during the past three years, and to the knowledge of the UEC Principal Shareholders or
UEC no audit of the Business is currently being performed pursuant to any applicable
workplace safety and insurance/workers' compensation legislation. There are no claims
or potential claims that may materially adversely affect either UEC's or UEC U.S.'s
accident cost experience pursuant to any applicable workplace and insurance/workers'
compensation legislation, regulations or rules.

{(viii) The UEC Principal Shareholders and UEC have provided to the Purchaser all orders and
inspection reports under applicable provincial Occupational Health and Safety legislation
("OHSA") relating to UEC, UEC U.S. and the Business. There are no charges pending
under OHSA in respeet of either UEC or UEC U.S. or the Business. Each of UEC and
UEC U.S. has complied in all material respects with any orders issued under OHSA and
there are no appeals of any orders under OHSA currently vutstanding,
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(f)  Employee Plans.

(D The UEC Principal Shareholders and UEC have [umished to the Purchaser true, correct
and complete copies of all the Employee Plans as amended as of the date hereof, together
with all related documentation, including, without limitation, funding and investment
agreements, all summary plan descriptions and employee booklets.

{i1) No Employee Plan is a registered plap or is a plan that is required by Law to be
registered.

(iiiy UEC or UEC U.8,, as applicable, may unilaterally amend or terminate, in whole or in
part, each Employee Plan, subject only to approvals required by Law.

(iv)  All coniributions or premiums required to be paid by UEC or UEC U.S,, as applicable,
under the terms of each Employce Plan or by Law have been made in a timely fashion in
accordance with such Law and the terms of the Employee Plans. Neither UEC nor UEC
U.S. has any liability (other than liabilities accruing after the Closing Date) with respect
to any of the Employee Plans.

) None of the UEC Principal Shareholders or UEC has knowledge of any fact, condition or
circnmstance since the delivery of the documents described in Section 5.1(ff)(i) that
would materially affect the information contained therein and, in particular and without
limiting the generality of the foregoing, no commitments to improve or otherwise amend
any Employee Plan have been made except as required by applicable Laws.

(vi) There are no going concern unfunded actuarial liabilities, past service unfunded liabilities
or solvency deficiencics respecting the Employee Plans.

(vii)) None of the Employee Plans (other than pension plans} provide benefits to retired
employees or to the beneficiaries or dependants of 1efired employees.

(viii) All employee data that has been provided by the Vendor to the Purchaser is true and
correct as of the date of this Agreement and the UEC Principal Shareholders will notify
the Purchaser of any changes thereto prior to the Closing Date.

{ix) All of the Employee Plans are and have been established, qualified, invested,
administered and amended, in all respects, in accordance with its terms and all Laws.

(x) None of the Employee Plans is subject to any pending investigation, examination or other
proceeding, action or claim initiated by any regulatory authority, or by any other party
(other than rouline claims for benefits), and, to the knowledge of the UEC Principal
Shareholders or UEC, there exists no state of facts which could reasonably be expected to
give rise to any such investigation, examination or other proceeding, action or claim.

(gg) Insurance. Each of UEC and UEC U.S. maintains insurance policies with responsible insurers as
are appropriate to the Business in such amounts and against such risks as are customarily carried
and insured against by prudent owners of comparable businesscs. All such policies of insurance
coverage are in full force and effect. Neither UEC nor UEC U.S. is in default with respect to any
of the provisions contained in any such insurance policy and has not failed to give any notice or
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present any claim under any such insurance policy in due and timely fashion. The UEC Principal
Shareholders and UEC are not aware of any circumstances in respect of which any Person could
make a claim under any insurance policy. True, correct and complete copies of all such insurance
policies have been delivered to the Purchaser and are listed on Schedule 5.1(gg).

Litigation. Except for each of the following matters as would not have a Material Adverse
Effect, there are no (i) actions, suits or procecdings, al Law or in equily, by any Person,
(ii) grievance, arbiiration or alternative dispute resolution process, or (iil) administrative or other
proceeding by or before (or to the knowledge of the UEC Principal Shareholders or UEC, any
investigation by) any Governmental Entity, pending, or, to the knowledge of the UEC Principal
Shareholders or UEC, threatened against or affecting either UEC or UEC U.S,, the Business or
any of the Assets, and none of the UEC Principal Shareholders or UEC knows of any valid basis
for any such action, complaint, grievance, suit, proceeding, arbitration or investigation. Neither
UEC nor UEC U.S. is subject to any judgment, order or decrce entered in any lawsuit or
proceeding nor has either UBC or UEC U.S. settled any claim prior to being prosecuted in respect
of it. Except for such matters as would not have a Material Adverse Effect, neither UEC nor
UEC U.S. is the plaintiff or complainant in any action, suit or proceeding.

Indebtedness. Except as set out in the Prospectns, neither UEC nor UEC U.S. has any
outstanding bonds, debentures, notes, mortgages or other indebtedness for borrowed money
{which, for greater certainty, excludes capital leases and other conditional sales arrangements)
and neither UEC nor UEC U.S. has agreed to create or issue any bonds, debentures, notes,
mortgages or other indebtedness for borrowed money.

Taxes.

® Each of UEC and UEC U.S. has duly and timely (i) except for the Tax Returns for cach
of UEC and UEC U.S. in respect of the fiscal year ended September 30, 2006 and the Tax
Returns for UEC in respect of the fiscal year ended September 30, 2005, filed with the
appropriate Governmental Entity or agency in the manner prescribed by Law all Tax
Returns required to be filed by it and such Tax Returns are true, complete and accurate in
all material respects; (ii) paid all Taxes (including instalments) due and payable by it and
made adequate provision in the Financial Statements and accounis thercof for all Taxes
payable for the periods reflected therein for which Tax Returns are not yet required to be
filed and will make adequate provision in the Books and Records of UEC for all Taxes
payable in respect of the periods ending on or before the Closing Date; (iii) withheld and
remitted to the appropriate Governmental Entitics all amounts required to be withheld by
it in respect of the Tax liability of any other Person; and (iv) withheld from any amount
paid to or credited by it to or for the account or benefit of any Person, including any of its
officers and directors and any non-resident Person, the amount of all Taxes and other
deductions required by any Law 1o be withheld from any such amount and has duly and
timely remitted the same to the appropriate taxing or other Governmental Entity or
agency. DIxcept in respect of the fiscal year ended September 30, 2006, notices of
assessment of Canadian federal and provincial income tax liabiliies of UEC or UEC U.S.
have been issued for all taxation years ending on or prior to date of lasi completed
financial year ended more than six months prior to this Agreement, and each of UEC and
UEC U.S. are current with respect to its filing of returns for goods and services taxes
payable pursuant to the Excise Tax Act (Canada). There are no claims, aclions, suits,
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audits, proceedings, investigations or other actions pending or, to the knowledge of the
UEC Principal Shareholders or UEC, threatened in respect of Taxes.

(i) Other than the application by UEC U.S. to the United States Internal Revenue Service to
extend the time for filing its Tax Return in respect of the fiscal year ended September 30,
2006, neither UEC nor UEC U.S. is a party to any current agreement or other
arrangement with any taxation authority and there are no waivers or objections extending
the statutory period or providing for an extension of time with respect to the assessment
or reassessment or payment of Taxes payable by UEC or UEC U.S. or Tax Retumns
required to be fited by UEC or UEC U.S.

(ili)  Neither UEC nor UEC U.S. is engaged in any discussions or negotiations with any
taxation avthorities in respect of its Taxes.

(iv)  Except for reserves for Taxes accruing in the current fiscal year, the reserves and accrued
liabilities disclosed on or reflected in the Financial Statements and the Books and
Records are sufficient in all respects to provide for the liabilities in respect of which they
have been establishcd. Adequate provision will be made in the Books and Records of
UEC for all Taxes accruing in the current fiscal year.

52 Prospectus Disclosore,

Each of the UEC Principal Sharcholders severally (and not jointly or jointly and
severally) represents and warrants to the Purchaser, and acknowledges and confirms that the Purchaser is
relying upon these representations and warranties in completing the transactions contemplated by this
Agreement, that the Prospectus constitutes full, true and plain disclosure of all Material Facts relating to
the Purchaser, UEC, UEC U.S., the Business and the common shares of the Purchaser, and the Prospectus
(other than information therein relating solely to the Underwriters) does not contain any
Misrepresentation.

ARTICLE 6
REPRESENTATIONS AND WARRANTIES OF THE PURCHASER

6.1 Representations and Warranties of the Purchaser.

The Purchaser represents and warrants as follows to each of the Vendors and
acknowledges and confirms that each of the Vendors is relying upon such representations and warranties
in completing the transactions contemplated by this Agreement.

(a) Existence and Qualification. The Purchaser is a corporation duly organized and validly existing
and in good standing with respect to the filing of annual returns under the Laws of the federal
jurisdiction of Canada, being its jurisdiction of incorporation. The Purchaser is or will be within
the time periods required by applicable Laws, rcgistcred as an extra-provincial corporation in
cach of the Provinces in which such registration is so required pursuant to applicable Laws. The
Purchaser has full power and authority to enter into and perform its obligations under this
Agreement and each of the Ancillary Agreements to which it is a party.

{b) Validity of Agreement. The execution, delivery and performance by the Purchaser of this
Agreement and each of the Ancillary Agreements to which it is a party:
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(i) have been duly authorized by all necessary corporate action on the part of the Purchaser;

(ii) do not (or would not with the giving of notice, the lapse of time or the happening of any
other event or condition) require any consent or approval under, result in a breach or a
violation of, or conflict with, any of the terms or provisions of its constating documents
or by-laws or any contracts or instruments to which it is a party or pursuant to which any
of its assets or property may be affected; and

(iii) will not result in the violation of any Law.

Execution and Binding Obligation. This Agreement and each of the Ancillary Agreements to
which the Purchaser is a party have been duly executed and delivered by the Purchaser and
constitute legal, valid and binding obligations of the Purchaser, cnforceable against it in
accordance with their respective terms subject only to any limitation under applicable Laws
relating to (i) bankruptcy, winding-up, insolvency, arrangement and other similar Laws of general
application affecting the enforcement of creditors' rights, and (ii) the discretion that a court may
exercise in the granting of equitable remedies such as specific performance and injunction.

GST Registration. The Purchaser is a registrant for the purposes of the tax imposed under Part
IX of the Excise Tax Act (Canada).

No Finder's Fee. The Purchaser has not taken, and it agrees that it will not take, any action that
would cause any of the Vendors or any of their respective affiliates to become liable for any
claim or demand for a brokerage cominission, finder's fee or other similar payment in connection
with the transactions contemplated hereby, other than with respect to any underwriter's fees as
described in the Prospectus.

ARTICLE 7
PRE-CLOSING COVENANTS OF THE PARTIES

Conduct of Business Prior to Closing.

During the Interim Period, UEC will, and the UEC Principal Shareholders will canse UEC and
UEC 1.8, as applicable, to, conduct the Business only in the Ordinary Course and in accordance
with applicable Law, including paying and discharging the liabilities of the Business in
accordance and consistent with past practice.

Without limiting the generality of Section 7.1(a), UEC will, and each of the UEC Principal
Shareholders will cause UEC and UEC U.S. to:

(D use its Best Efforts to preserve intact its current business organization, keep available the
services of the Employees and agents of the Business and maintain good relations with,
and the goodwill of, suppliers, customers, landlords, creditors, lessors, distributors and all
other Persons having business relationships with UEC and UEC U.S.;

(i) continue and keep in full force and effect all insurance coverage currently held by UEC
and UEC U.S,;
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(iii)  confer with the Purchaser concerning operational matters of a material nature relating to
the Busincss;

(iv) usc its Best Efforts to retain possession and control of the Assets and preserve the
confidentiality of any confidential or proprietary information relating to the Busincss;

{v) use its Best Efforts to conduct the Business so a3 not to cause or permit 1o exist 4 breach
of any representations and warranties of the Vendors contained in the Agreement,

{vi) not, without the prior written consent of the Purchaser, take any of the actions, do any of
the things or perform any of the acts described in Section 5.1(j);

{vii) cooperate with the Purchaser and use Best Efforts to obtain and diligently assist the
Purchaser in obtaining all necessary consents, approvals and authorizations under any
applicable Law pertaining to the transactions contemplated by this Agreement;

{viii) promptly advise the Purchaser orally and, if then requested, in writing (i) of any fact or
any change in the business, operations, affairs, assets, liabilities, capitalization, financial
condition or prospects of UEC or UEC U.S. that could have a Material Adverse Effect;
(it) of any breach by the Vendors of any covenant or agreement contained in this
Agreement; and (iii) of any death, disability, resignation, termination of cmployment or
other departure of any senior officer of UEC or UEC U.S.; and

(ix) otherwise periodically report to the Purchaser concerning the state of UEC, UEC U.S,,
the Business and the Assets.

Access for Due Diligence.

UEC will and the UEC Principal Shareholders will cause UEC and UEC U.S. to (1) permit the
Purchaser and its employees, counsel, agents, accountants or other representatives, during the
Interim Period, to have free and unrestricted access during normal business hours and upon
reasonable notice to (A) the premises of UEC and UEC U.S,, (B) the Assets and, in particular to
any information, including afl Books and Records whether retained by UEC and UEC U.S. or
otherwise, (C) all Contracts and all Leases, and (D) the senior personnel of UEC and UEC U.S.,
and (i1) furnish to the Purchaser or its cmployees, counsel, agents, accountants or other
representatives such financial and operating data and other information with respect to UEC,
UEC U.S,, the Assets and the Business as the Purchaser may from Llime to time reasonably
request. UEC will and the UEC Principal Shareholders will cause URC and UEC US. to
cooperate ang assist, to the extent reasonably requested by the Purchaser, with the Purchaser's
investigation of the property, assets, undertaking and financial condition of UEC and UEC U.S.
The Purchaser's rights of access shall be exercised in a manner that does not unreascnably
interfere with the operations of UEC and UEC U.S.

UEC will and the UEC Principal Sharcholders will canse UEC and UEC U.S. to, upon request by
the Purchaser or Purchaser’s counsel, execute and deliver to the Purchaser all nccessary consents
to permit the Purchaser to have inspections made and have existing records released to the
Purchaser by the municipal building and zoning depariment, fire depariment, public works,
environmental agencics, the elevator inspections branch of the provincial or territorial department
of labour and other appropriate authorities as the Purchaser may consider advisable between the
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date of this Agreement and Closing. Such consents shall anthorize and direct the release of
information to the Purchaser.

(©) No investigations made by or on behalf of the Purchaser, whether under this Section 7.2 or any
other provision of this Agreement or any Ancillary Agrcement, will have the effect of waiving,
diminishing the scope of, or otherwise affecting, any representation or warranty made in this
Agreement or any Ancillary Agreement.

7.3 Actions to Satisly Cloesing Conditions.

(a) Each of the Vendors agrees to take all such actions as are within its power to control and pse its
Best Efforts to cause other actions to be taken which are not within its power to control, so as to
ensure compliance with all of the conditions set forth in Section 8.1 including, without limitation,
ensuring that there has been no breach of any representations and warranties.

(b) The Purchaser agrees to take all such actions as are within its power to control and use its Best
Efforts to cause other actions to be taken which are not within its power to control, so as to ensure
compliance with all of the conditions set forth in Section 8.2 including, without limitation,
ensuring that there has been no breach of any representations and warranties.

7.4 Transfer of the Purchased Shares.

Each of the Vendors will take all necessary steps and proceedings to permit good title to
its respective Purchased Shares to be duly and validly transferred and assigned to the Purchaser at the
Closing, free of all Liens.

7.5 Request for Consents,

Each of the Parties will use its Best Efforts to obtain, prior to Closing, all Required
Consents. Such Required Consents will be upon such terms as are acceptable to the Purchaser, acting
reasonably. The Purchaser will co-operate in obtaining such Required Consents.

7.6 Filings and Authorizations.

Each of the Parties, as promptly as practicable after the execution of this Agreement, will
(i) make, or cause to be made, all such filings and submissions under all Laws applicable to it, as may be
reguired for it to consurnmate the transactions contemplated hereby, including the purchase and sale of
the Purchased Shares in accordance with the terms of this Agreement, (i) use its Best Efforts to obtain, or
cause to be obtained, all Authorizations necessary or advisable to be obtained by it in order to
consummate the transactions contemplated hereby, including the purchase and sale of the Purchased
Shares, and (iii) use its Best Efforts to take, or cause to be taken, all other actions which are necessary or
advisable in order for it to fulfil its obligations under this Agreement. The Parties will coordinate and
cooperate with one -another in exchanging such information and supplying such assislance as may be
reasonably requested by each in connection with the foregoing including, withont limitation, providing
each other with all notices and information supplied to or filed with any Governmenta! Entity (except for
notices and information which any Party, in each case acting reasonably, considers highly confidential
and sensitive which may be filed on a confidential basis), and all notices and correspondence received
from any Gavernmental Entity.
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7.7 Notice of Untruc Representation or Warranty.

Each of the Vendors and UEC will promptly notify the Purchaser and the Purchaser will
promptly notify the Vendors and UEC, upon any representation or warranty made by it contained in this
Agreement or any Ancillary Agreement becoming untrue or incorrect during the Interim Period. Any such
notification will set out particulars of the untrue or incorrect representation or warranty and details of any
actions being taken by the relevant Party to rectify that state of affairs.

ARTICLE 8
CONDITIONS OF CLOSING

8.1 Conditions for the Benefit of the Purchaser.

The obligation of the Purchaser to complete the transactions contemplated by this
Agreement, including the purchase of the Purchased Shares, is subject to the following conditions to be
fulfilled or performed at or prior to the Closing, which conditions are for the exclusive benefit of the
Purchaser and may be waived, in whole or in part, by the Purchaser in its sole discretion:

(a) Truth of Representations and Warranties. The representations and warranties of the Vendors
contained in this Agreement or in any Ancillary Agreement must be true and correct in all
material respects as of the Closing Date (except in each case, for those representations and
warranties that are subject to a materiality qualification, which must be true and correct in all
respects) with the same force and effect as if such representations and warranties had been made
on and of such date, and each of the Vendors must have delivered to the Purchaser a certificate to -
that effect, with respect to itself, signed by such Vendor or a senior officer of such Vendor, if
such Vendor is not an individual. The receipt of sach certificates and the Closing will not
constitute a waiver by the Purchaser of any of the representations and warranties of each of the
other Parties that are contained in this Agreement or in any Ancillary Agreement. Upon the
delivery of such certificates, the representations and warranties of the Vendor in Article 5 will be
deemed to have also been made on and as of the Closing Date with the same force and effect as if
made on and as of such date (qualified as to knowledge where stated).

(b) Performance of Covenants. Each of the other Vendors must have fulfilled or complied with all
covenants contained in this Agreement and in every Ancillary Agreement to be fulfilled or
complied with by it at or prior to the Closing, and each of the Vendors must have delivered to the
Purchaser a certificate to that effect, with respect to itself, signed by such Vendor or a senior
officer of such Vendor, if such Vendor is not an individual. The receipt of such certificatc and the
Closing will not constitute a waiver by the Purchaser of any of the covenants of each of the other
Partics that are contained in this ‘Agrcement and the Ancillary Agrecments.,

() Consents and Authorizations. All Required Consents will have been obtained on terms
acceptable to the Purchaser, acting reasonably.

(d) Proceedings. All proceedings to be taken in connection with the transactions contemplated by
this Agreernent and any Ancillary Agreement on the part of the Vendors must be satisfactory in
form and substance to the Parchaser, acting reasonably, and the Purchaser must have received
copies of all instruments and other evidence as it may reasonably request in order to establish the
consurnmation of such transactions and the taking of all necessary corporate proceedings in
connection therewith. : ‘
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(e) Change in Law. During the Interim Period, no Law, proposed Law, any change in any Law, or
the interpretation or enforcement of any Law will have been introduced, enacted or announced
{including the introduction, enactment or announcement of any Law respecting faxes or
environmental matters), the effect of which will be to prevent or to increase materially the cost to
(i) the Purchaser of completing the transactions contemplated in this Agreement, or (ii) UEC and
UEC U.S. of operating the Business after Closing on substantially the same basis as currently
operated.

() No Legal Action. No action or proceeding will be pending or threatened by any Person (other
than the Purchaser) in any jurisdiction, to enjoin, restrict or prohibit any of the transactions
contemplated by this Agreement or the right of the Purchaser or UEC and UEC U.S. to conduct
the Business after Closing on substantially the same basis as heretofore operated.

(2 Directors and Officers of UEC and UEC US. The Board of Directors of each of URC and
UEC U.S. at the Closing Time shall consist of individuals nominated by the Purchaser and there
shall have been delivered to the Purchaser on or before the Closing Time the resignations of all
individuals who are directors or officers of UEC or UEC U.S. that are not nominees of the
Purchaser {except to the extent that the Vendors shall have been notified to the contrary by the
Purchaser) and duly executed comprehensive releases from each such individual of all their
claims respectively, against (i) UEC or UEC U.S., as applicable, except for any claims for current
unpaid remuncration, and (ii) Sempra.

(h) No Material Adverse Change. Since the date of this Agreement there will not have been any
Material Adverse Change.

8.2 Conditions for the Benefit of Certain of the Vendors.

The obligation of ecach of the UEC Principal Shareholders and Sempra (collectively,
the "Particular Vendors" and individually a'Particular Vendor') t¢ complete the transactions
contemnplated by this Agreement, including the sale of the Purchased Shares, is subject to the following
conditions Lo be fulfilled or performed at or prior to the Closing, which conditions are for the exclusive
benefit of the Vendor and may be waived, in whole or in part, by the Vendor in its sole discretion:

(a) Trath of Representation and Warranties. The representations and warranties of the Purchaser
contained in this Agreement or in any Auncillary Agreement must be true and correct in all
material respects as of the Closing Date (except in each case, for those represcntations and
warranties that are subject to a materiality qualification, which must be true and correct in all
respects) with the same force and effect as if such representations and warrantics had been made
on and as of such date, and the Purchaser must have executed and delivered a certificate of a
senior officer to that effect. The receipt of such certificate and the Closing will not be a waiver of
the representations and warranties of the Purchaser that are contained in this Agreement and the
Ancillary Agreements. Upon the delivery of such ccrtificate, the representations and warranties
of the Purchascr in Article 6 will be deemed to have been made on and as of the Closing Date
with the same force and effect as if made on and as of such date (quatified as to knowledge where
stated).

(b) Performance of Covenants. The Purchaser must have [ulfilled or complied with all covenants
contained in this Agreement and in any Ancillary Agreement to be felfilled or complied with by it
at or prior to Closing and the Purchaser must have executed and delivered to the Vendors a
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certificate of a senior officer to that effect. The receipt of such certificates and the Closing will
not constitute a waiver by each Particular Vendor of the covenants of the Purchaser or UEC that
arc contained in this Agreement and the Ancillary Agreements.

(c) Proceedings. All proceedings to be taken in connection with the transactions contemplated in this
Agreement and any Ancillary Agreement on the part of the Purchaser must be satisfactory in
form and substance to each Particular Vendor, acting reasonably, and each Particular Vendor
must have received copies of all the instruments and other evidence as it may reasonably request
in order to establish the consummation of such transactions and the taking of all corporate
proceedings in connection therewith.

(d) No Legal Action. No action or proceeding will be pending or threatened by any Person in any
Jurisdiction, to cnjoin, restrict or prohibit any of the transactions contecroplated by this Agreement
or the right of the Purchaser, UEC or UEC U.S. to conduct the Business after Closing on
substantially the same basis as heretofore operated.

8.3 Conditions for the Benefit of the UEC Non-Principal Shareholders.

The obligation of each of the UEC Non-Principal Shareholders to complete the
transactions contemplated by this Agreement, including the sale of the Purchased Shares, is subject to the
following condition to be fulfilled prior to or concurrently with Closing:

(a) Sale by UEC Principal Sharcholders. The closing of the purchase and sale of the Purchased
Shates by the UEC Principal Shareholders to the Purchaser hereunder rust have occurred.

84 Conditions Precedent.

The transactions contemplated hereby, including the purchase and sale of the Purchased
Shares, are subject to the following tcrms and conditions to be fulfilled prior to or concurrently with
Closing, which conditions are true conditions precedent:

(a) UEC Acquisition Agreement and Offering. Each of the UEC Principal Shareholders, Sempra
and the Parchaser must be satisfied that transactions contemplated under the UEC Acquisition
Agreement and the Offering will have closed or will close promptly following Closing.

ARTICLE 9
CLOSING

91 Date, Time and Place of Closing..

The completion of the transactions conternplated by this Agreement will take place at the
offices of Osler, Hoskin & Harcourt LLP, 1 First Canadian Place, Toronto, Ontario, at the Closing Time
on the Closing Date or at such other place, on such other date and at such other time as may be agrecd
upon in writing between the Particular Vendors and the Purchascy.

92 Vendors and UEC Deliverables at Closing.

At Closing, the Vendors will deliver or cause to be delivered to the Purchaser the
following: ' ' :
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certificates representing their respective Purchased Shares, accompanicd by stock transfer powers
duly executed in blank or duly executed instruments of transfer;

in respect of the UEC Non-Principal Shareholders and Shalcor Management Inc., duly executed
ingtruments of transfer with respect to beneficial interest in their respective Purchased Shares;

a new certificate representing the Purchased Shares registered in the name of the Purchaser;

a certified copy of resolutions of the board of directors of UEC approving the transfer of the '
Purchased Shares to the Purchaser;

certified copies of (i) the charter documents and by-laws of each of the Vendors that is a
corporation and UEC, (ii) all resolutions of the sharcholders and the board of directors of each of
each of the Vendors that is a corporation and UEC, as applicable, approving the entering into and
completion of the transactions contemplated by this Agreement and the Ancillary Agreements,
and (iii) a list of the officers and directors of each of the Vendors that is a corporation and UEC
authorized to sign agreements together with their specimen signatures;

a certificate of status, compliance, good standing or like certificate with respect to each of the
Vendors that is a corporation and UEC issued by the appropriate governmental officials of its
jurisdiction of incorporation and, in the case of UEC, each other jurisdiction in which its good
standing is required by the extent of its business;

the certificates referred to in Section 8.1(a} and Section 8.1(b);

the minute books, corporate seals and all corporate records of UEC;

their respective executed counterparts of the Escrow Agreement;

their respective executed counterparts of the Lock-Up Agreement;

the resignations and releases of the relevant officers and directors referred to in Section 8.1(g);

comprehensive releases from each of UEC and UEC U.S,, as applicable, in favour of each of the
directors and officers that are resigning pursuant to Section 8.1(g);

comprehensive releases from each of the Vendors in Favour of UEC and UEC U.S ;
comprchensive releases from each of UEC and UEC U.S. in favour of each of the Vendors;

all other documents required to be entered into or delivered by the Vendors at Closing pursuant to
the terms of this Agreement.

Purchaser Deliverables at Closing.

At Closing, the Purchaser will deliver or cause to be delivered to the UEC Principal

Shareholders (on their own behalf and on behalf of the other Vendors other than Sempra) and Sempra (or
as otherwise indicated below) the following:
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{a) to MK in trust on behalf of thc Vendors, the portion of the Purchase Price referred to in
Section 3.2(a) in the manner set forth in Section 3.2(a);

(b subject to Section 3.2(b)(i1) in respect of the Non-Resident Vendors, to the Escrow Agent,
certificates representing the Purchase Price Shares registered in the name of the respective
Vendors, to be held and dealt with in accordance with the terms of the Escrow Agreement;

(c) certified copies of (i) the charter documents and by-laws of the Purchaser, (ii) resolutions of the
board of directors of the Purchaser approving the entering into and completion of the transactions
contemplated by this Agreement and the Ancillary Agreements, and (iii) a list of the officers and
directors of the Purchaser anthorized to sign agreements together with their specimen signatures;

@ a certificate of status, compliance, good standing or like certificate with respect to the Purchaser
issued by the appropriate governmental officials of the federal jurisdiction of Canada;

(e) the certificates referred to in Section 8.2{a) and Section 8.2(b);
() the Escrow Agreement, executed by the Purchaser and the Escrow Agent;
(@ the executed UEC/Sempra Share Pledge; and

(h) all other documents required to be entered into or delivered by the Purchaser at Closing pursuant
to the terms of this Agreement.

9.4 UEC USA.

Without limitation of any other representation, warranty or covenant of each of the
Yendors hereunder, with respect to the UEC USA, each Vendor hereby: (a) imevocably waives any and
all rights to purchase UEC Shares held by other sharcholders of UEC pursuant to the UEC USA or
otherwise arising as a result of or in connection with the transactions contemplated by this Agreement;
and (b) effective as of the Closing Date, irrevocably (i) sells, assigns and transfers to the Purchaser all
right, title and interest of such Vendor, in, to and under the UEC USA, and (ii) releases, quitclaims and
forever discharges UEC and the Purchaser and their respective direcilors, officers, employees,
shareholders, former directors, former officers, former employees, and former shareholders, and their
respective heirs, executors, administrators, legal represcntatives, successors, assigns, affiliates and agents
{collectively, the "Releasees") from any and all manner of rights, interests, actions, causes of action, suits,
debts, dues, accounts, bonds, covenants, contracts, agreements, costs, liabilities, obligations, damages,
expenses, claims or demands whatsoever, including, but not limited to, civil, statutory, administrative,
contractual or tortious, and whether or not now known, suspected or claimed, which against the Releasees
or any of them, directly or indirectly, that such Vendor or such Vendor's successors or assigns ever had,
now have, or can, shall or hereafter may have, by reason of or arising out of or in connection with any
cause, matter or thing whatsocever done or omitted to be done, occurring or existing up to and inclusive of
the Closing Date pursuant to or in connection with the UEC USA.
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ARTICLE 10
TERMINATION

10.1 Termination by Purchaser.

If any of the conditions set forth in Section 8.1 have not been fulfilled or waived at or
prior to Closing or any obligation or covenant of the Vendors to be performed at or prior to Closing has
not been observed or performed by such time, the Purchaser may terminate this Agreement by giving
notice in writing to the Vendors. Upon giving the requisite notice, the Purchaser will be rcleased from all
obligations hereunder, save and except for its obligations under Section 15.3 and Section 15.5, which will
survive. If the Purchaser waives compliance with any of the conditions,. obligations or covenants
contained in this Agreement, the waiver will be without prejudice to any of its rights of termination in the
event of non-fulfilment, non-observance or non-performance of any other condition, cbligation or
covenant in whole or in part.

10.2 Termination by the Particular Vendors.

If any of the conditions set forth in Section 8.2 have not been fulfilled or waived at or
prior to Closing or any obligation or covenant of the Purchaser to be performed at or prior to Closing has
not been observed or performed by such time, each Particular Vendor may terminate this Agreement by
giving notice in writing to the Purchaser and the other Vendors. Upon giving the requisite notice, the
Vendors, UEC and UEC U.S. will be released from all obligations hereunder, save and except for its
obligations under Section 15.3 and Section 15.5, which will survive. If a Vendor waives compliance with
any of the conditions, obligations or covenants contained in this Agreement, the waiver will be without
prejudice to any of its rights of termination in the event of non-fulfilment, non-observance or non-
performance of any other condition, obligation or covenant in whole or in part.

10.3 Other Termination Rights.
This Agreement may, prior to or on the Closing Date, be terminated:
(a) by mutual written consent of the Particular Vendors and the Purchaser;

(b) if the conditions precedent set forth in Section 8.3 have not been fulfilled or waived at or prior to
Closing, by notice in writing by any Party; or

{c) if the Closing has not been completed on or prior to February 28, 2007, by notice in writing by
the Purchaser or any Particular Vendor,

and, in such event, each Party will be released from all obligations under this Agreement, save and except
for its obligations under Section 15.3 and Section 15.5, which will survive.

104 Effect of Termination.

Each Party's right of termination under this Article 10 is in addition to any other rights it
may have under this Agreement or otherwise, and the exercise of a right of termination will not be an
election of remedies. Nothing in Article 10 will limit or affect any other rights or causes of action either
the Purchaser or any of the Vendors may have with respect to the represcntations, warranties, covenants
and indemnities in its favour contained in this Agreement.
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ARTICLE 11
LIABILITY AND INDEMNIFICATION

111 Responsibility of Vendor.

Afler Closing, subject to the limitations sct forth herein, each of the Vendors severally
(and not jointly or jointly and severally) will:

(a) be liable to the Purchaser and its Additional Indemnitees for all Indemmﬁed Losses whlch any
one or more of them may suffer, sustain, pay or incur; and

(b) indemnify and save harmless the Purchaser and its Additional Indemnitecs from and against all
Indemnified Losses which may be brought against or suffered by any one or more of them or
which any one or more of them may sustain, pay or incur;

as a result of any act, omission, circumstance or other matter arising out of, resulting from, attributable to
or connected with:

i) any Agreement Dcfanlt made by such Vendor herein or in any Ancillary Agreement
delivered at Closing pursuant to the provisions hereof; and

(i1) the failure to obtain any necessary approvals, consents, waivers or modifications for any
Restnicted Rights referred to in Section 12.2(a) including, without limitation, any claims
relating to any resultant termination of any such Restricted Rights or any increase of
obligations or decrease of rights or entitlements of UEC or UEC U.S.

11.2 Responsibility of Purchaser.
After Closing, subject to the Purchaser's rights and remedies under Section 11.1 and
without limiting such rights and remedies and not including any Indemnified Loss for which the

Purchaser is indemnified under Section 11.1, the Purchaser will, subject to the limitations set forth herein:

(a) be liable to each of the Vendors and its respective Additional Indemnitees for all Indemnified
Losses which any one or more of them may suffer, sustain, pay or incur; and

(b) indemnify and save harmless each of the Vendors and its respective Additional Indemnitees from
and against all Indemnified Losses which may be brought against or suffered by any one or more
of them or which any one or more of them may sustain, pay or incur;

as a result of any act, omission, circumstance or other matier arising out of, resulting from, attributable to

or connected with (whether before, on or after the Closing Date) any Agreement Default made by the

Purchaser herein or in any Ancillary Agreement delivered at Closing pursuant to the provisions hereof.

11.3 Limit on Parties' Responsibility.

A Party's obligations and liability under this Agreement, however arising, will be subject
to the following limitations:
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Other than in respect of an Agrecement Default by a Vendor in respect of Seclions 4.1(e), 4.1(f)
and 5.2, no claim will be made by the Purchaser or its Additional Indemnitees against the
Vendors pursuant to Section 11.1 for any particular Indemnified Loss unless such Indemnified
Loss exceeds an amount equal to $100,000, in which event, subject to Sections 11.3(b) and
11.3(c), the Vendors' aggregate obligations for such Indemnified Loss will include the entire
amount of such Indemnified Loss.

Other than in respect of any misrcpresentation or breach of warranty made by a Vendor in respect
of Sections 4.1(e), 4.1(f) and 5.2, no claim will be made by the Purchaser or its Additional
Indemnitees against the Vendors pursuant to Section 11.1 for Indemnified Losses related to
misrepresentations or breaches of warranty (excluding any individual Indemnified Loss related to
any misrepresentation or breach of warranty that is less than or equal to $100,000) unless such
Indemnified Losses exceed, in the aggregate, $500,000. If the total amount of all such
Indemnified Losses exceeds $500,000 then, subject to Section 11.3(c), the Vendors' aggregate
obligation for such Indemnified Losses will be limited to the amount which exceeds $500,000,

In no event whatsocver will a Vendor's liability pursuant hereto for Indemnified Losses be
greater, on an aggregate basis, than the aggregate net after-tax proceeds received hereunder by
such Vendor in respect of the sale of its respective Purchased Shares (including, for greater
certainty, all cash and common shartes of the Purchaser received by such Vendor pursuant to this
Agreement, but, in the case of such common shares, only for such pericd of time as such common
shares remain in escrow pursuant to the terms of the Escrow Agreement) ("Proceeds”). In
addition, notwithstanding any other provisions hereof, with respect lo any claim where any of the
Vendors have joint or joint and several liability herennder, each Vendor's hiability for Indemnified
Losses relating to any such claim shall not be greater than the lesser of (i) such Vendor's
proportion (based on the percentages set forth in Schedule A) of the Indemnified Loss, and (ii)
the amount of Proceeds actually received by such Vendor.

The Purchaser and its Additional Indemnitees will have no remedy or cause of action for an
Agreement Defanlt by the Vendor in respect of Section 5.2 unless the Purchaser has suffered
Indemnified Losses as a direct result of an action brought by a holder of common shares of the
Purchaser claiming that the Prospectus (not including any information or statcment in the
Prospectus rclating solely to the Underwriters which have been provided for the purpose of such
inclusion by the Underwriters) failed to constitute full, true and plain disclosurc of all Material
Facts relating to the Purchaser, UEC, UEC U.S8,, the Business and the common shares of the
Purchaser or otherwise contained a Misrepresentation.

Notwithstanding any other provision of this Agreement to the contrary, the Vendors will not be
liable for any claim for any matter in respect of which there is Indemnified Losses relating to a
breach of the represcntations contained in Section 5.1(jj) (such matlers, “Indemnity Issues") to
the extent such Indemmified Losscs resulis from the waiver, following Closing, of any time
limitation, stattory or otherwise, for any Indemnity Issue.

The Vendors will have no liability in connection with Indemnified Losses unless the Purchaser
will, prior to the expiry of the Survival Period, have provided the Vendors with a Notice of
Claim.
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Responsibility Extends to Legal Costs and Settlement,

Notwithstanding any provisicn to the contrary contained in this Asticle 11, references to

costs in the liability and indemnification obligations prescribed by Sections 11.1 and 11.2 will be deemed
to include legal (on a solicitor-client basis) and other professional fees and disbursements on a full
indemnity basis, and will extend to settlements, satisfactions or other compromises with respect to claims
by third Persons for Indemnified Losses.

11.5

(a)

(b)

11.6

(a)

Limitations.
Notwithstanding anything herein to the contrary:

the indemnities provided in Sections 11.1 and 11.2 will be reduced on a dollar for dollar basis to
the extent that claims for Indemnified Losses are reimbursed to the Person to be indemnified by
insurance (net of any increase of insurance premiums paid to or to be paid by the Person to be
indemnified that results from such Person making an insurance claim); and

if Indemnified Losses suffered, sustained, paid or incurred by Persons claiming indemnity at any
time:

(i) on or before the making of an indemnity payment, are reduced by any Tax benefit or
recovery, the amount of such reduction, together with simple interest thereon from the
date of payment thereof at the Prime Rate, will be set off and netted against the indemnity
payment made by the indemnifying Party to the Person claiming indemnity; and

(i) following the making of an indemnity payment, may be reduced by any Tax benefit or
recovery, then either the Person claiming indemnity or the indemnifying Party will
provide written notice of such recoverability to the indemnifying Party or the Person
claiming indemnity, as the case may be, whereupon the Partics will atiempt to determine
the amount of the Tax benefit or recovery. If, within 30 Business Days from delivery of
such notice, the relevant Parties are unable to agree on the amount of the Tax benefit or
recovery, then any such Party may submit the matter (including the question of whether
or not the indemnity payment may be reduced by a Tax benefit or recovery) for prompt
determination by the Auditor, whose determination will be final and binding upon the
Parties, whereupon the amount of such recovery or benefit (as agreed upon or determined
by the Auditor), together with simple interest thereon from the date of the determination
(in the manner specified above) of such amount at the Prime Rate, will promptly be paid
by the Person claiming indemnity to the indemnifying Party.

Limitation on Rights or Remedics.

This Article 11 sets forth the sole rights and remedies of each Party and its Additional
Indemnitees in connection with: (i) the transactions contemplated herein; and (ii) any act,
omission, circumstance or other matter arising out of, resulting from, attributable to or connected
with any Agreement Default made by the other Party, and, subject to the fraud of, or wilful
misconduct or intentional breach of a covenant by, such other Party, such first mentioned Party
and its Additional Indemnitees will have no further right or remedy (whether legal, equitable,
fiduciary or in tort) whatsoever, against the other Party, or its Affiliates or their respective
directors, officers, servants, agents, advisors or employees.
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(b} Subject to the fraud of, or wilful misconduct or intentional breach of a covenant by, the Vendors,
their respective Affiliates or their respective sharcholders, directors and officers, the Purchaser
acknowledges that it will not be entitled to any rights or remedies as against any of the Vendors,
their respective Affiliates, or their respective shareholders, directors, officers, servants, agents and
employees under applicable Law, including common law or in equity, peraining to any
Indemnified Losses, in respect of which it is required to indemnify any of the Vendors pursuant
to Section 11.2.

{c) Subject to the fraud of, or wilful misconduct or intentional breach of a covenant by, the
Purchaser, its Affiliates or their respective shareholders, directors and officers, each of the
Vendors acknowledges that it will not be entitled to any rights or reredics as against the
Purchaser, its Affiliates, or their respective shareholders, directors, officers, servants, agents and
employees under applicable Law, including common law or in equity, pertaining to any
Indemnified Losses, in respect of which it is required to indemnify the Purchaser pursuant to
Section 11.2.

11.7 Procedure — Indemnities.

Any Person sceking indemnification will give reasonably prompt notice thereof, and in any event within
20 days, to the Person from whom indemnification is sought. If the Person seeking indemnification fails
to give such notice, such failure shall not preclude such Person from obtaining such indemnification but
its right to indemnification may be reduced to the extent that such delay prejudiced the defence of the
claim or increased the amount of liability or cost of defense. If the Person from whom indemnification is
sought pays the indemnified amount to the other Person seeking indemnification, the paying Person will
not be responsible for any costs described in Section 11.4 incurmred afier such payment.

11.8 Indemnification Procedures for Third Party Claims.

(a) In the case of claims made by a third party with respect to which indemnification is sought, the
Party seeking indernnification (the "Indemnified Party”™) shall give prompt notice, and in any
event within 20 days, to the other Party (the "Indemnifying Party") of any such claims made
upon it. If the Indemnified Party fails to give such notice, such failure shall not preclude the
Indemnified Party from obtaining such indemnification but its right to indemnification may be
reduced to the extent that such delay prejudiced the defence of the claim or increased the amount
of liability or cost of defense.

(b) The Indemnifying Party shall have the right, by notice to the Indemnified Party given not later
than 30 days after receipt of the notice described in Section 11.8{(a), to assume the control of the
defence, compromise or scttlement of the claim, provided that such assumption shall, by its terms,
be without cost to the Indenmified Party and provided the Indemnifying Party acknowledges in
writing its obligation to inderonify the Indemnified Party in accordance with the terms contained
in this Section in respect of that claim.

(c) Upon the assumption of control of any claim by the Indemnifying Party as set out in Section
11.8(b), the Indemnifying Party shall diligently proceed with the defence, compromise or
settiement of the claim at its sole expense, including if necessary, employment of counsel and
experts reasonably satisfactory to the Indemnified Party and, in connection therewith, the
Indemnified Party shall cooperate fully, but at the expensc of the Indemnifying Party with respect
to any out-of-pocket cxpenses incurred, to make available to the Indemnifying Party all pertinent
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information and witnesses under the Indemnified Party’s control, make such assignments and
take such other steps as in the opinion of counsel for the Indemnifying Party are reasonably
necessary to enable the Indemnifying Party to conduct such defence. The Indemnified Party shall
also have the right to participate in the negotiation, settlernent or defence of any claim at its own
expense. The Indemnifying Party shall not seftle any claim without the prior written consent of
the Indemnified Party, such consent not to be unreasonably withheld.

{d) The final determination of any claim pursuant to this Section, including all related costs and
expenses, shall be binding and conclusive upon the Parties as to the validity or invalidity, as the
case may be, of such claim against the Indemnifying Party,

{e) If the Indemnifying Party does not assume control of a claim as permitted in Section 11.8(b), the
Indemnified Party shall be entitled to make such settlement of the claim as in its sole discretion
may appear advisable, and such settlement or any other final determination of the claim shall be
binding upon the Indemnifying Party.

11.9 Ne Merger of Legal Responsibilities.

"The Liabilities and indemnities created in this Article 11 will be deemed to apply to, and
will not merge in, all assignments, transfer and other documents conveying any of the Purchased Shares
to the Purchaser, notwithstanding the terms of such assignments, transfers and other documents,
applicable Law or any rule of law or equity to the contrary, and all such rules arc hercby waived.

ARTICLE 12
POST-CLOSING COVENANTS

121 Access to Books and Records.

For a period of 6 yecars from the Closing Date or for such longer period as may be
required by Law, the Purchaser will retain all original accounting Books and Records relating to the
Business for the period prior to the Closing Date and delivered to it in connection with the completion of
the transactions contemplated by this Agreement and will take such precautions as are reasonable 10
maintain such Books and Records in good condition, but the Purchaser will not be responsible or liable 10
the Vendor for any accideatal loss or destruction of or damage to any such Books and Records that accurs
despite the precautions taken by the Vendor. So long as such Books and Records are retained by the
Purchaser pursuant to this Agreement, each of the UEC Principal Shareholders will have the reasonable
right to inspect and make copics (at its own expense) of them upon reasonable request during normal
business hours and upon reasonable notice for any proper purpose and without undue interference to the
business operations of the Purchaser, UEC or UEC U.S. The Purchaser will have the right to have its
represenlatives present during any such inspection.

12.2 Confidentiality.

(a) After the Closing, each Vendor will keep confidential all information in its possession or under its
control relating to UEC, UEC U.S. and the Business (collectively, "Confidential Information")
and will only disclose such information to its and its affiliates employees, officers and directors
(collectively, "Representatives") and no Vendor shall or shall permit disclosure by its
Representatives unless required by Law, provided that each Vendor will promptly notify the
Purchaser thereof, consult with the Purchaser and cooperate with the Purchaser at the Purchaser's
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cxpense in any attempt by the Purchaser (in its discretion) to resist or narrow such disclosure or to
obtain an order or other assurance that such Confidential Information will be accorded
confidential treatment. Notwithstanding the foregoing, for all purposes of this Agreement
Confidential Inforrnation shall not include information which is or becomes generally available to
the public (including information becoming available as a result of its disclosure in the
Prospectus) other than as a result of a disclosure by such Vendor in violation of this Agreement.

3)) After Closing, no Vendor will use or otherwise exploit, in whole or in part, directly or indirectly,
any of the Confidential Information without the prior written consent of the Purchaser, which
consent may be withheld for any reason by the Purchaser

12,3 Assistance By Vendor.

If at Closing there are any Restricted Rights in respect of which necessary conscnts,
approvals, waivers or modifications have not been obtained, then the Purchaser may waive the closing
condition under Section 8.1(c) with respect to such Restricted Rights and instead elect to have the
Vendors continue their efforts to obtain any necessary consents, approvals, waivers or modifications.

If the Purchaser waives the condition in Section 8.1(c), elects to have the Vendors
continue its efforts to obtain any necessary consents, approvals, waivers or modifications and the Closing
occurs, the Vendors shail:

(a) apply for and use Best Efforts to obtain all consents, approvals, waivers or modifications
acceptable to the Purchaser acting reasonably; and

(b) take all such actions and do, or cause to be done, all such things at the request of the Purchaser as
shall reasonably be necessary in order that the value and benefits of the applicable Restricted
Rights shall be preserved and enure to the benefit of the Purchaser.

12.4 Further Assurances.

From time to time after the Closing Date, each Party will at the request of the other
execute and deliver such additional conveyances, transfers and other assurances as may be reasonably
required to carry out the intent of this Agreement and each Ancillary Agreement.

ARTICLE 13
PRIVACY LEGISLATION MATTERS

13.1 Compliance with Applicabie Privacy Laws.

(a) The Vendors and UEC acknowledge and confirm that UEC and UEC U.S. have complied at all
times with applicable privacy laws which govern the collection, use and disclosure of Personal
Information acquired by or disclosed to the Purchaser pursuant to or in connection with this
Agreement (the "Disclesed Personal Information™. The Vendors and UEC hereby covenant
and agree to advise the Purchaser of all purposes for which Disclosed Personal Information was
initially collected from or in respect of the individual to which such Disclosed Personal
Information relates and all additional purposes where they have notified the individual of such
additional purpose, and or disclosure, unless such use or disclosure is permitted or authorized by
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law, without notice to, or consent from, such individual provided however that in such case UEC
will have advised the Purchaser of the legislative provisions on which it is relying.

(b) Prior to Closing, none of the Partics will usc the Disclosed Personal Infermation for any purposes
other than those related to the performance of this Agreement and the completion of this
Transaction.

(c) Each of the Parties acknowledges and confirms that the discloswre of Personal Information is
necessary for the purposes of determining if the Parties will proceed with the Transaction, and
that the disclosure of Personal Information relates solely to the carrying on of the Business, or the
completion of the Transaction.

()] The Purchaser undertakes, after Closing, to utilize the Personal Information only for those
purposes for which the Personal Information was initially collected from or in respect of
individuals.

(e) The Parties covenant and agree that where the Parties do not complete or proceed with the
Transaction, each Party whe received Disclosed Personal Information will, if such information is
still in the custody of our under the control of such Party, either, at such Party's option, destroy
such information or return it to the Party that disclosed it.

ARTICLE 14
GRANT OF AUTHORITY

14.1 Grant of Authority,

In addition to, and without any limitation to, any powers of attorney it may have
provided, each UEC Non-Principal Shareholder (each, a "Grantor") hereby irrevocably authorizes Mark
Silver in his sole discretion: (2) to act as its representative at the Closing to execute 1n its name and on its
behalf all closing receipts and documents required; (b) to complete or correct any errors or omissions in
any form or document including this Agreement or any Ancillary Agreement, provided by the Grantor;
(c) to receive on its behalf any cash and certificates representing the Purchase Price Shares delivered
under this Agreement and any further common shares of the Purchaser issnable pursuant to Section 3.3;
(d) to approve any opinions, certificates or other documents addressed to the Grantor; (e) to waive, in
whole or in part, any representations, warranties, covenants or conditions for the benefit of the Grantor
and contained in the Agreement or any Ancillary Agreement; and (f) to exercise any rights of termination
contained in this Agrcement.

ARTICLE 15
MISCELLANEOUS

15.1 Notices.

Any notice, direction or other communication given under this Agreement or any
Ancillary Agreement will be in writing and given by delivering it or sending it by facsimile:
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(a) to any of thc Vendors at its address on Schedule 15.1, as applicable.
) to UEC at:

Universal Energy Corporation
Suite 1700 Sheppard Avenue West
Toronto, Ontario

M2N 656

Attention: President
Facsimile: (416) 981-3085

(c) to the Purchaser at:

Universal Energy Group Litd.
Suite 1700 Sheppard Avenue West
Toronto, Ontario

M2N 656

Attention: President
Facsimile: (416) 981-3085

Any such communication will be deemed to have been validly and effectively given (i) if
personally delivered, on the date of such delivery if such date is a Business Day and such delivery was
made prior to 4:00 p.m. {Toronto time) and otherwise on the next Business Day, or (u) if transmitted by
facsimile on the Business Day following the date of confirmed transmission. Any Party may change its
address for service from time to time by notice given in accordance with the foregoing and any
subsequent notice will be sent to such Party at its changed address.

15.2 Time of the Essence.
Time will be of the essence of this Agreement.
15.3 Announcements.

At all times prior to Closing, any press release or public statement or announcement
(a "Public Statement") with respect to the transaction contemplated in this Agreement will be made only
with the prior written consent and joint approval of the Particular Vendors and the Purchaser
(the "Approving Parties") unless such Public Statement is required by Law or by any stock exchange, in
which case the Approving Party required to make the Public Statement will use its Best Efforts to obtain
the approval of the other Approving Parties as to the form, nature and extent of the disclosore. After the
Closing, any Public Statement by any of the Vendors will be made only with the prior written consent and
approval of the Purchaser unless the Public Statement is required by Law or by any stock exchange, in
which case such Vendor will use its Best Efforts to obtain the approval of the Purchaser as to the form,
nature and extent of the disclosure.
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154 Third Party Beneficiaries.

Except as otherwise provided in Section 11.1 and Section 11.2, the Parties intend that this
Agreement will not benefit or create any right or cause of aclion in, or on behalf of, any Person, other
than the Parties to this Agreement and no Person, other than the Parties to this Agreement, will be entitled
to rely on the provisions of this Agreement in any action, suit, proceeding, hearing or other forum. The
Purchaser acts as trustee and agent on behalf of each of its Additional Indemnitees and the Vendors act as
trustee and agent on behalf of each of their respective Additional Indemnitees and hold for their benefit
their rights under Section 11.1 and Section 11.2, as applicable. Each Pany agrees that the other Parties
may enforce the indemnity for and on behalf of such remaining Additional Indemnitees and, in such
event, the Party from whom indemnification is sought will not in any proceeding to enforce the indemnity
by or on behalf of such remaining Additional Indemnitees assert any defence thereto based on the absence
of authority or consideration or privity of contract and irrevocably waives the benefit of any such defence.
The Parties to this Agreement reserve their right to vary or rescind the rights at any time and in any way
whatsoever, if any, granted by or under this Agreement to any Person who is not a Party to this
Agreement, without notice to or consent of that Person, including any Additional Indemnitee.

15.5 Expenses.

Except as otherwise expressly provided in this Agreement, all costs and expenses
(including the fees and disbursements of legal counsel, investment advisers and accountants) incurred in
connection with this Agreement, the Ancillary Agreements and the transactions contemplated berein and
therein will be paid by the Party incurring such expenses.

15.6 Amendments.

This Agreement may only be amended, supplementsd or otherwise modified by written
agreement executed by the Parties.

15.7 Waiver.

(a) No waiver of any of the provisions of this Agreement or any Ancillary Agreement will be deemed
to constitute a waiver of any other provision (whether or not similar), nor will such waiver be
binding unless executed in writing by the Party to be bound by the waiver.

(b) No failure on the part of any Party to exercise, and no delay in exercising any right under this
Agreement will operate as a waiver of such right, nor will any single or partial exercise of any
such right preclude any other or further exercise of such right or the cxercise of any other right.

15.8 Non-Merger.

Except as otherwisc cxpressly provided in this Agreement, the covenants, representations
and warranties will not merge on and will survive the Closing and, notwithstanding such Closing and any
investigation made by or on behalf of any Party, will continue in full force and effect. Closing will not
prejudice any right of one Party against any other Party in respect of anything done or omitted under this
Agreement or in respect of any right to damages or other remedies.

G:\064005\0001\Muterial Contructs\Acquisition Agreement\Acquisition Agreement (uee) 07.doc




46

15.9 Authorship.

The Parties hereto agree that the terms and language of this Agreement and all Ancillary
Agreements are the result of negotiations between the Partics and, as a result, there will be no
presumption that any ambiguity in this Agrcement or any Ancillary Agreement will be resolved against
any Party.

15.10 Entire Agreement.

This Agreement constitutes the entire agreement between the Parties with respect to the
transactions contemplated in this Agreement and supersedes all prior agreements, understandings,
negotiations and discussions, whether oral or written, of the Parties. There are no representations,
warranties, covenants, conditions or other agreements, express or implied, collateral, statutory or
otherwise, between the Parties in connection with the subject matter of this Agreement, except as
specifically set forth herein and therein and no Party has relied and is not relying on any other
information, discussion or understanding in entering into and completing the transactions contemplated
by this Agreement and the Ancillary Agreements. If there is any conflict or inconsistency between the
provisions of this Agreement and the provisiens of any Ancillaty Agreement, the provisions of this
Agreement will govern.

15.11 Successors and Assigns.

{a) This Agreement will become effective when executed by each of the Parties and after that time
will be binding upon and enure to the benefit of each Party and its respective heirs, executors,
successors and permitted assigns.

() Except as provided in this Section 15.11, neither this Agreement nor any of the rights or
obligations under this Agreement will be assignable or transferable by any Party without the prior
written consent of the other. The Purchaser will be entitled, upon giving notice to the Vendors at
any time on or prior to the Closing Date, to assign this Agreement or any of the Purchaser's rights
and cbligations under this Agreement to any Affiliate of the Purchaser subject to the following
conditions:

{) the assignee will become jointly and severally liable with the Purchaser, as a principal
and not as a surety, with respect to all of the representations, warranties, covenants,
indemnities and agreements of the Purchaser; and

(i1) the assignee will cxecute an agreement confirming the assignment and the assumption by
the assignee of all obligations of thc Purchaser under this Agreement.

15.12 Severability.
If any provision of this Agreement is determined by an arbitrator or any court of

competent jurisdiction to be illegal, invalid or unenforceable, that provision will be severed from this
Agreement and the remaining provisions will remain in full force and effect.
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15.13 Governing Law,

() This Agreement will be governed by and interpreted and enforced in accordance with the Laws of
the Province of Ontario and the federal laws of Canada applicable therein.

(b) Each of the Parties irrevocably attorns and submits to the non-exclusive junsdiction of the Courts
of the Province of Ontario.
15.14 Counterparts.

This Agreement may be executed in any number of counterparts (including counterparts
by facsimile) and all such counterparts taken together will be deemed to constitute one and the same
instrument.

[Signature pages follow]
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IN WITNESS WHEREOF the Parties have executed this Acquisition Agreement.

UNIVERSAL ENERGY GROUP LTD. UNIVERSAL ENERGY CORPORATION

Per:
Yayrie: Mark Silver
Title: President,
Electricity & Gas Marketing

SEMPRA ENERGY TRADING CORP.

ame.

Title:

UEC PRINCIPAL SHAREHOLDERS:

GASCO HOLDINGS INC. 1663749 ONTARIO LIMITED
Per: Per:

Name: .

Title: Tifle: President

SHALCOR MANAGEMENT INC.

Per:

Nawe” ¥ark Silver
Title: President

UEC NON-PRINCIPAL SHAREHOLDERS:

UEC DISTRIBUTORS GROUP LTD.

Per:
N. "

Mark Silver
Tide: President
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IN WITNESS WHEREOF the Parties have execited this Acquisition Agreement,

UNIVERSAL ENERGY GROUP LTD.

Per:
Name: Mark Silver
Title: President, o L
Blectricity & Gas Marketing

SEMPRA ENERGY TRADING CORP.

Per:

Name:
Title:

UEC PRINCIPAL SHAREHQ!

GASCO HOLDINGS IN;

Per:

Name:

SHALCOR MANAGEMENT INC.

Per:
Name: Mark Silver
Title: President

UNIVERSAL ENERGY CORPORATION

Per:

. Name:
- Title:

1163749 ONTARIO LIMITED

Per:.

" Name: Mark Silver
__. Title: President

UEC NON-PRINCIPAL SHAREHOLDERS: - " ' -

UEC DISTRIBUTORS GROUP LTD.

Per:
Name: Mark Silver
Title: President
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NINO )
by his attorney Mark Silver

STEP

pJ
i$ attorney Mark Silver

KEVINSTERLING,
by his attorney Mark Silver

MI TLON,
by his attorney Mark Silver

RAYMOND SAMUELS
by his attorney Mark Silver

MOR!i:% !%%ER,

by his attomey Mark Silver

LA GALBO,
by his attorney Mark Silver

A WEINER,
by his attorney Mark Silver

BRIAN MARSELLUS,
by his attorney Mark Silver

[Signature pages for Acquisition Agreement]
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UNDERWRITING AGREEMENT ATy

January 26, 2007 NI

Universal Energy Group Ltd.
Universal Energy Corporation
Terra Grain Fuels Holdings Inc.
Terra Grain Fuels Inc.

Gary J. Drummond

Mark L. Silver

The undersigned, National Bank Financial Inc. (*NBF”), CIBC World Markets Inc.,, GMP
Securities L.P. and HSBC Securities {Canada) Inc. (collectively, the “Underwriters” and each
individually an “Underwriter”) understand that Universal Energy Group Ltd. (the
“Corporation”) proposes to issue and sell to the Underwriters 11,363,637 common shares of the
Corporation (the “Purchased Securities™), which Purchased Securities shall have the material
attributes described in and contemplated by the Final Prospectus (as defined below) dated
January 26, 2007 and executed concurrently with the execution and delivery of this Agreement,

The Underwriters propose to distribute the Purchased Securities in Canada pursuant to the Final
Prospectus and in the United States pursuant to Rule 144A (as defined below), all in the manner
contemplated by this Agreemenit.

Based on the foregoing and subject to the terms and conditions contained in this Agreement, the
Underwriters severally, on the basis of the percentages set forth in paragraph 19 of this
Agreement, and not jointly, agree to purchase from the Corporation, and by its acceptance
hereof, the Corporation agrees to sell to the Underwriters, the Purchased Secunties on the
Closing Date (as defined below) at a price of $11.00 per share for all but not less than all of the
Purchased Securities (the “Purchase Price”).

By acceptance of this Agreement, the Corporation grants to the Underwriters a one-time,
unassignable right to purchase, severally and not jointly, up to 1,704,546 common shares (the
“Additional Securities™) from the Corporation on the same basis as the purchase of the
Purchased Securities. If NBF, on behalf of the Underwriters, elects to exercise such right, NBF
shall notify the Corporation in writing not later than 30 days after the Closing Date, which notice
shall specify the number of Additional Securities to be purchased by the Underwriters and the
date on which such Additional Securities are to be purchased. Such date may be the same as the
Closing Date but not earlier than the Closing Date nor later than five Business Days after the
date of such notice. Additional Securitics may be purchased solely for the purpose of covering
overallotments made in connection with the offering of the Purchased Securities. If any
Additional Securities are purchased, each Underwriter agrees, severally and not jointly, to
purchase the number of Additional Securities (subject to such adjustments to eliminate fractional
shares as NBF may determine) that bears the same proportion to the total number of Additional
Securities to be purchased as the number of Purchased Securities set out in paragraph 19
opposite the name of such Underwriter bears to the total number of Purchased Secunties.

/




The Purchased Securities and the Additional Securities are hereinafier collectively referred to as
the “Securities”.

In consideration of the Underwriters’ agreement to purchase the Securities which will result from
the acceptance by the Corporation of this offer and in consideration of the services to be rendered
by the Underwriters in connection therewith, the Corporation agrees to pay to the Underwriters a
fee of $0.66 per share (the “Underwriting Fee”). Such fec shall be due and payable at the
Closing Time (as defined below) against payment for the Securities.

DEFINITIONS
1. Definitions
In this Agreement:

“1933 Act” means the United States Securities Act of 1933, as amended, and “Rule
144A” means Rule 144 A under the 1933 Act;

“1934 Act” means the United States Securities Exchange Act of 1934, as amended,
“Additional Securities” has the meaning given to it above;

“Affiliate”, “distribution™, “material change”, “material fact”, “misrepresentation”,
and “subsidiary” have the respective meanings given to them in the Securities Act
(Ontario);

“Agreement” means the agreement resulting from the acceptance by the Corporation of
the offer made by the Underwnters by this letter;

“Acquisition Agreements” has the meaning given to it in the Final Prospectus;

“Business Day” means any day other than a Saturday or Sunday on which National Bank
of Canada in Toronto, Ontario, is open for commercial banking business during normal
banking hours;

“Canadian Securities Laws” means all applicable securities laws in each of the
Qualifying Jurisdictions and the respective rules, regulations, blanket orders and blanket
rulings under such laws together with applicable published policies, policy statements
and notices of the securities regulatory authorities in the Qualifying Jurisdictions;

“Canadian Securities Regulators” means the applicable securities commission or
securities regulatory authority in each of the Qualifying Junisdictions;

“Claim” has the meaning given to i in paragraph 15(b);

“Closing” means the completion of the issue and sale by the Corporation of the
Purchased Securities and the purchase by the Underwriters of the Purchased Securities
pursuant to this Agreement;
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“Closing Date” means February 2, 2007 or such other date as the Corporation and the
Underwriters may agree upon in writing or as may be changed pursuant to paragraph 7
but in any event shail not be later than February 28, 2007;

“Closing Time” means §:00 a.m. {Toronto time) on the Closing Date;
*“Corporation™ has the meaning given to it above;

“Existing Shareholders” has the meaning given to it in the Final Prospectus;
“Existing Shareholder Group™ has the meaning given to it in the Final Prospectus;

“Final Prospectus” means the (final} long form prospectus (in both the English and
French languages unless the context indicates otherwise), prepared by the Corporation
and relating to the distribution of the Securities;

“Financial Statements” means (i) the audited balance sheet of the Corporation as at
November 1, 2006, (1) the audited consolidated financial statements of UEC as at and for
the 12-month period ending September 30, 2006, and (iii) the audited consolidated
financial statements of TGFHI as at September 30, 2006 and for the period from Apnl
25, 2006 to September 30, 2006, in each case including the notes thereto and the report of
KPMG LLP thereon;

“Governmental Authority” means governments, regulatory authorities, governmental
departments, agencies, agents, commissions, bureaus, officials, ministers, Crown
corporations, courts, bodies, boards, tribunals or dispute settlement panels or other law,
rule or regulation-making organizations or entities:

(a) having or purporting to have jurisdiction on behalf of any nation, province,
lerritory or state or any other geographic or political subdivision of any of them;
or

(b) exercising, or entitled or purporting to exercise any. administrative, executive,
Judicial, legislative, policy, regulatory or laxing authority or power;

“Indemnified Party™ has the meaning given to it in paragraph 15(b);
“Indemnifier” has the meaning given to it in paragraph 15(a};

“Lien” means any mortgage, charge, pledge, hypothecation, security interest,
assignment, lien (statutory or otherwise), charge, title retention agreement or
arrangement, restrictive covenant or other encumbrance of any nature, or any other
arrangement or condition which, in substance, secures payment or performance of an
obligation;

“Material Adverse Effect” means, in relation to a specified fact, circumstance or event
or combination thereof, that such fact, circumstance or event or combination thereof
would reasonably be expected to have a significant adverse effect on:
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(a) the market price or value of the Securities;
(b) the Corporation, and the Material Subsidiaries taken as a whole; or

(c) the ability of the party to which such fact, circumstance or event relates to
perform its obligations under, or consummate the transactions contemplated by,
this Agreement;

“Material Subsidiaries” means TGFHI, TGF, UEC and UGEC,;

“NP 43-201” means National Policy 43-201 adopted by the Canadian Securities
Regulators and its related memorandum of understanding;

“notice” has the meaning given to it in paragraph 24,
“Offering” has the meaning given to it in the Final Prospectus;

“Option Closing” means the completion of the issue and sale by the Corporation of the
Additional Securities and the purchase by the Underwriters of the Additional Securities
pursuant to this Agreement;

“Option Closing Date” has the meaning given fo it in paragraph 11;
“Option Closing Time” has the meaning given to it in paragraph 11;
“Other Financial Information” means collectively:

(a) the Selected Pro Forma and Historical Financial Information set out on pages 17
and 18 of the Final Prospectus;

(b) the Management’s Discussion and Analysis set out on pages 83 to 98 of the Final
Prospectus; and

(c) the Auditor’s Consents set out on pages F-2, F-3 and F-4 of the Final Prospectus;
“Preliminary Prospectus” means the preliminary long form prospectus (in both the
English and French languages unless the context indicates otherwise) prépared by the

Corporation relating to the distribution of the Securities;

“Promoters” means, collectively, Gary J. Drummond and Mark L. Silver and
“Promoter” means either of them;

“Prospectus” means, collectively, the Preliminary Prospectus and the Final Prospectus;

“Prospectus Amendment” means any amendment to the Preliminary Prospectus or the
Final Prospectus;

“Purchase Price” has the meaning given to it above;

“Purchased Securities” has the meaning given to it above;
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“Qualifying Jurisdictions™ means all of the provinces and territories of Canada;

“Related Agreements” means the agreements referred to under the heading “Material
Contracts” in the Final Prospectus (excluding this Agreement);

“Securities” has the meaning given to it above;
“Selling Firm™ has the meaning given to it in paragraph 4(a);
“Sempra” means Sempra Energy Trading Corp.;

“TGF” means, as applicable, for the period commencing on and after Closing, TGF
Amalco, and for the period prior to closing TGF Opco;

“TGF Amalco” means Terra Grain Fuels Inc., the corporation to be formed upon the
amalgamation of TGFHI and TGF Opco;

“TGF Debentureholders™ has the meaning ascribed to it in the Final Prospectus;

*TGFHI” means Terra Grain Fuels Holdings Inc., a corporation incorporated under the
laws of Canada;

“TGF Non-Principal Sharcholders” means the shareholders of TGF Amalco other than
the TGF Principal Shareholders;

“TGF Opco” means Terra Grain Fuels Inc., a corporation incorporated under the laws of
Canada;

“TGF Principal Shareholders” means AltFuel Strategic Investments Ltd. and Vertex
Energy Limited,

“TSX" means the Toronto Stock Exchange;

“UEC” means Universal Energy Corporation, a corporation incorporated under the laws
of Ontario;

“UEC Non-Principal Sharcholders” means the shareholders of UEC other than the
UEC Principal Sharcholders;

“UEC Principal Shareholders” means Gasco Holdings Inc. and 1663749 Ontario
Limited;

“UGEC™ means Universal Gas & Electric Corporation, a company incorporated under
the laws of the State of Delaware;

“Underwriter” and “Underwriters” have the respective meanings given to them above;
and

“Underwriting Fee” has the meaning given to it above.
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Unless otherwise expressly provided in this Agreement, words importing only the singular
number include the plural and vice versa and words importing gender include all genders.

All references to dollars or “$” are to Canadian dollars unless otherwise expressed.
TERMS AND CONDITIONS
2, Compliance With Securities Laws

The Corporation, UEC, TGFHI, TGF and the Promoters represent and warrant to, and covenant
and agree with, the Underwriters that:

(a) the Corporation has prepared and filed the Preliminary Prospectus and has
obtained pursuant to NP 43-201 an MRRS decision document evidencing the
issuance by the Canadian Securities Regulators of receipts for the Preliminary
Prospectus;

(b) the Corporation will, promptly and in any event no later than the Business Day
after the execution and delivery of this Agreement, prepare and file a Final
Prospectus and will obtain pursuant to NP 43-201 an MRRS decision document
evidencing the issuance by the Canadian Securities Regulators of receipts for the
Final Prospectus in accordance with NP 43-201 and comparable procedures in the
Province ol Québec; and

(c) the Corporation will promptly fulfil and comply with, 1o the satisfaction of the
Underwriters, acting reasonably, the Canadian Securities Laws required to be
fulfilled or complied with by the Corporation to enable the Securities to be
lawfully distributed to the public in the Qualifying Jurisdictions through the
Underwriters or any other investment dealers or brokers registered as such in the
Qualifying Jurisdictions.

3. Due Diligence

Prior to the filing of the Final Prospectus, the Corporation, UEC, TGFHI, TGF and the
Promoters shall permit the Underwriters to review the Final Prospectus and shall allow each of
the Underwriters to conduct any due diligence investigations which any of them reasonably
requires in order to fulfil its obligations as an underwriter under the Canadian Securities Laws
and in order to enable it to responsibly execute the certificate in the Final Prospectus required to
be executed by it. Following the filing of the Final Prospectus up to the later of the Closing Date
and the date of completion of the distribution of the Securities, the Corporation, UEC, TGFHI,
TGF and the Promoters shall aliow each of the Underwriters to conduct any due diligence
investigations which any of them reasonably requires in order to fulfil its obligations as an
underwriter under the Canadian Securities Laws.

4. Distribution and Certain Obligations of the Underwriters

(a) The Underwriters shall, and shall require any investment dealer or broker, other
than the Underwriters, with which the Underwriters have a contractual
relationship in respect of the distribution of the Securities (a “Selling Firm™), to
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comply with the Canadian Securities Laws in connection with the distribution of
the Securities and shall offer the Securities for sale to the public directly and
through Selling Firms upon the terms and conditions set out in the Prospectus and
this Agreement. The Underwriters shall, and shall require any Selling Firm to,
offer, for sale to the public and sel! the Securities only in those jurisdictions where
they may be lawfully offered for sale or sold.

(b) The Underwriters shall, and shall require any Selling Firm to agree to, distribute
the Securities in a manner which complies with and observe all applicable laws
and regulations (including Rule 144A) in each jurisdiction into and from which
they may offer to sell the Securities or distribute the Prospeclus or any Prospectus
Amendment in connection with the distribution of the Securities and will not,
directly or indirectly, offer, sell or deliver any Securities or deliver the Prospectus
or any Prospectus Amendment to any person in any jurisdiction other than in the
Qualifying Jurisdictions except in a manner which will not require the
Corporation to comply with the registration, prospectus, filing or other similar
requirements under the applicable securities laws of such other jurisdictions.

(c) For the purposes of this paragraph, the Underwriters shall be entitled to assume
that the Securities are qualified for distribution in any of the Qualifying
Jurisdictions where a receipt or similar document for the Prospectus shall have
been obtained from the applicable securities commission following the filing of

the Prospectus.

(d) The Corporation and the Underwriters agree that Schedule A to this Agreement,
entitled “Rule 144A Sales in the United States”, is incorporated by reference in
and shall form part of this Agreement.

5. Delivery of Documents
(a) Deliveries on Filing

On or prior to the day of the filing of the Final Prospectus, the Corporation shall deliver to each.
of the Underwriters:

(i) a copy of the Preliminary Prospectus and the Final Prospectus in the
English language signed and certified as required by the Canadian
Securities Laws in the Qualifying Jurisdictions other than Québec;

(i) a copy of the Preliminary Prospectus and the Final Prospectus in the
French language signed and certified as required by the Canadian
Securities Laws applicable in Québec;

(1)  a copy of any other document required to be filed by the Corporation
under the Canadian Securities Laws;

{iv)  opwmions of Fraser Milner Casgrain LLP, dated the date of the Preliminary
Prospectus and the date of the Final Prospectus, in form and substance
satisfactory 1o the Underwriters, acting reasonably, addressed to the
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Underwriters, the Corporation, their respective counsel and the directors
of the Corporation, to the effect that the French language verston of each
of the Preliminary Prospectus and the Final Prospectus, except for the
Financial Statements and the Other Financial Information, as to which no
opinion need be expressed by such counsel, is, in all matenal respects, a
complete and accurate translation of the English language version thereof;

(v) opinions of KPMG LLP dated the date of the Preliminary Prospectus and
the date of the Final Prospectus, in form and substance satisfactory to the
Underwriters, acting reasonably, addressed to the Underwnters, the
Corporation, their respective counsel and the directors of the Corporation,
to the effect that the French language version of the Financial Statements
and Other Financial Information contained in the Preliminary Prospectus
and the Final Prospectus is, in all material respects, a complete and proper
translation of the English language version thereof;

(vi) a “long-form” comfort letter of KPMG LLP, dated the date of the Final
Prospectus {(with the requisite procedures to be completed by such auditors
within two Business Days of the date of the Final Prospectus), addressed
to the Underwriters and the directors of the Corporation, in form and
substance satisfactory to the Underwriters, acting reasonably, with respect

.to certain financial and accounting information relating to the Corporation

in the Final Prospectus, which letter shall be in addition to the auditors’
report contained in the Final Prospectus and the auditors’ comfort letters
addressed to the Canadian Securities Regulators; and

(vil)  acopy of the letter from the TSX advising the Corporation that conditional
approval of the listing of the Securities has been granted by the TSX,
subject to the satisfaction of the customary conditions set out therein.

(b) Prospectus Amendments

In the event that the Corporation is required by Canadian Securities Laws to prepare and file a
Prospectus Amendment, the Corporation shall prepare and deliver promptly to the Underwriters
signed and certified copies of such Prospectus Amendment in the English and French language.
Any Prospectus Amendments shall be in form and substance satisfactory to the Underwriters,
acting reasonably. Concurrently with the delivery of any Prospectus Amendments, the
Corporation shall deliver to the Underwriters, with respect to such Prospectus Amendment,
documents similar to those referred to in paragraphs 5(a)(iii), (iv), (v) and (vi). Subject to their
rights under Section 14, the Underwriter agree to deliver a copy of any Prospectus Amendment
to each purchaser of Securities from the Underwriters.

(c) Representations as to Prospectus and Prospectus Amendments

Filing of the Preliminary Prospectus, Final Prospectus and any Prospectus Amendment shall
constitute a representation and warranty by the Corporation, UEC, TGFHI, TGF and the
Promaoters to the Underwriters that as at their respective dates and as at the date of filing:
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(1) all information and statements (except information and statements relating
solely to the Underwriters which have been provided by the Underwriters
in writing specifically for use in the Preliminary Prospectus, Final
Prospectus or any Prospectus Amendment) contained in the Preliminary
Prospectus, Final Prospectus and any Prospectus Amendment are true and
correct and contain no misrepresentation and constitute full, true and plain
disclosure of all material facts relating to the Corporation and the
Securities;

(1) no material fact or information has been omitted from such disclosure
{except facts or information relating solely to the Underwniters) which is
required to be stated in such disclosure or is necessary to make the
statements or information contained in such disclosure not misleading in
light of the circumstances under which they were made;

(i)  the Corporation has not filed any confidential material change reports that
are still maintained on a confidential basis; and

(iv)  such documents comply in all material respects with the requirements of
Canadian Securities Laws.

Such filings shall also constitute the Corporation’s consent to the Underwriters” use of the Final
Prospectus and any Prospectus Amendment in connection with the distribution of the Securities
in the Qualifying Jurisdictions in compliance with this Agreement and Canadian Securities
Laws,

(d) Representations and Warranties of the Corporation, the Promoters, UEC,
TGFHI, TGF

Each of the Corporation, the Promoters, UEC, TGFHI and TGF jointly and severally represents
and warrants to the Underwriters as follows, and acknowledges that the Underwniters are relying
upon such representations and warranties in purchasing the Purchased Securities and entering
into this Agreement:

(1) the Corporation is a corporation existing under the laws of Canada and is
properly registered under the laws of ali junisdictions in which its business
is carried on except where the failure to be so registered would not have a
Material Adverse Effect on the Corporation;

(i1) each of the Material Subsidiaries is duly incorporated and validly existing
under the laws of its jurisdiction of incorporation;

(iii)  upon the completion of the transactions contemplated to occur on the
Closing Date, that TGF Amalco will have been amalgamated and will be
validly existing under the laws of Canada;

(iv)  the Corporation and each of the Material Subsidiaries has the requisite
corporate power, authority and capacity to enter into this Agreement and
the Related Agreements to which they are a party and to perform the
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transactions contemplated herein and therein and the Corporation and each
of the Material Subsidiaries has the requisite corporate power, authority
and capacity to own, lease and to operate its property and assets including
licences or other similar rights and to carry on the business customarily
carried on by it and has all the requisite corporate power and authority to
carry on its business as currently carried on or as currently proposed to be
carried on;

the Corporation has authonized share capital consisting of an unlimited
number of common shares, an unlimited number of first preferred shares
and an unlimited number of second preferred shares of which one
common share 1s currently issued and outstanding and William S.
Maslechko is the registered holder of all such issued and outstanding
common shares of the Corporation. No person, firm or corporation has
any agreement or option, or right or privilege (whether pre-emptive or
contractual) capable of becoming an agreement or option, for the purchase
from the Corporation of any unissued securities of the Corporation except
as otherwise referred to in the Final Prospectus;

immediately following the Closing Time and the completion of the
transactions contemplated by the Final Prospectus, the number and amount
of securities outstanding and the ownership structure of the Corporation,
TGF Amalco, UEC and UGEC will be as set out in the Final Prospectus,
and all securities of such entities owned by the Corporation or UEC will
be held free and clear of all Liens, other than as disclosed in the Final
Prospectus;

the Financial Statements included in the Preliminary Prospectus and the
Final Prospectus have been prepared in conformity with Canadian
generally accepted accounting principles applied on a consistent basis
throughout the periods involved and fairly present in all matenal respects
the financial position of the Corporation and the Material Subsidiaries as
at the date of such statements;

the pro forma consolidated financial statements of the Corporation,
including the notes thereto, in the Final Prospectus present fairly in all
material respects the pro-forma consclidated financial position of the
Corporation as at the dates of such statements and have been prepared in
accordance with Canadian generally accepted accounting principles
applied on a consistent basis;

the Other Financial Information fairly presents in all material respects the
matters referred 1o therein and the assumptions used in the preparation of
such information are reasonable and the adjustments used therein are
appropriate to give effect to the matters referred to therein;

other than as disclosed in the Prospectus, there are no off-balance sheet
transactions, arrangements, obligations (including contingent obligations)
or other relationships of the Corporation or any of the Material
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Subsidiaries with unconsolidated entities or other persons that may have a
material current or future effect on the financial condition, changes in
financial condition, results of opecrations, earnings, cash flow, liquidity,
capital expenditures, capital resources, or sigmficant components of
revenues or expenses of such persons or that would reasonably be
expected to be material to an investor in making a decision to purchase the
Securities;

except as disclosed in the Prospectus, none of the Corporation or any
Material Subsidiary has any contingent labilities in excess of the
liabilities that are either reflected or reserved against in the Financial
Statements which would reasonably be expected to be matenal to an
investor in making a decision to purchase the Securities;

the Corporation and the Material Subsidiaries maintain a system of
internal controls that is intended to be sufficient to provide reasonable
assurances that (i) transactions are executed in accordance with
management’s general or specific authorization; (ii) transactions are
recorded as necessary to permit the financial statements of the Corporation
and the Material Subsidiaries to be fairly presented in accordance with
Canadian generally accepted accounting principles and 1o maintain
accountability for assets; (i11) access to its assets 15 permitted only in
accordance with management’s general or specific authonzation; (iv) the
recorded accountability for assets is compared with existing assets at
reasonable intervals and appropriate action is taken with respect to
differences; (v) material information relating to the Corporation and the
Material Subsidiaries is made known to those within the Corporation and
the particular Material Subsidiary responsible for the preparation of the
financial statements and other public filings and that such matenal
information is disclosed to the public within the time periods required by
applicable laws; and (vi) all significant ‘deficiencies and material
weaknesses in the design or operation of such internal controls that could
adversely affect the Corporation’s ability to disclose to the public
information required to be disclosed by it in accordance with applicable
law and all fraud, whether or not material, that involves management or
employees that have a significant role in the Corporation’s internal
controls have been disclosed to the Corporation’s board of directors;

no director or officer, former director or officer, or shareholder or
employee of, or any other person not dealing at arm’s length with, the
Corporation or any Material Subsidiary will continue after the Closing to
be engaged in any material transaction or arrangement with or to be a
party to a material contract with, or has any indebtedness, liability or
obligation to, the Corporation or any Material Subsidiary except as
disclosed to the Underwriters, as disclosed in the Prospectus, or for
employment or consulting arrangements with employees or consultants or
serving as a director or officer of the Corporation or a Material Subsidiary
as described in the Prospectus;
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excepl as would not reasonably be expected to have a Matenal Adverse
Effect, either individually or in the aggregate, neither the Corporation nor
any Material Subsidiary is in violation of, and the execution and delivery
of this Agreement or any Related Agreement and the performance by the
Corporation and the Material Subsidiaries of their obligations under this
Agreement and the Related Agreements will not result in any breach or
violation of, or be in conflict with, or constitute a default under, or create a
state of facts which after notice or lapse of time, or both, would constitute
a default under, any term or provision of the constating documents or by-
laws of the Corporation or any Material Subsidiary or any resolution of the
directors or securityholders of the Corporation or any Material Subsidiary
or any contract, mortgage, note, indenture, joint venture or partnership
arrangement, agreement (written or oral), instrument, lease, judgment,
decree, order, statute, rule, licence or regulation applicable to the
Corporation or any Material Subsidiary, and will not give nise to any Lien
in or with respect to the properties or assets now owned or hereafter
acquired by the Corporation or any of the Material Subsidianes or the
acceleration of or the mat